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We tfre concerned wth the shaping of the future of 
India. It is therefore wth a sense of the burden of his- 
tory upon me, upon us, upon this House, that 1 face 
this problem. It is also wth a great sense of humility 
because, however great, however competent we may 
consider ourselves, we are small in relation to this 
mighty theme, that is, the building up of India, taking 
this country and its millions of people forward. 

—Prime Minister Nehru, 
in lading India’s Second Five 
Year Plan before Parliament, 
May 23, 1956. 
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Introduction 


India’s aspirations are set out in its Constitution, which aims at 
securing for all its citizens 

justice, social, economic and political, 

Libert) of thought, expression, belief, faith and worship. 

Equaht) of status and of opportunit), and Ipiomotvng) among them all 
Fratemitj assunng the dignih- of the mdnidual and the unit)’ of the 
nabon 

Tlic methods adopted bv India and the institutions it scel^ to 
establish for achiesing economic and social development arc part of 
its ideal of a free and demoCTalic socicts which aims at rapid and con- 
tinuous economic progress with the largest possible measure of so- 
cial justice. 

India's First Fnc Year Plan, which ended in March 1956, prepared 
the wa\ for a greater national effort The Plan e\oVcd widespread 
enthusiasm, opened to large sections of the people the opportunit)- 
of service in the common cause of eliminating povertv and raising 
standards of living, and strengthened the national cconomv 

The Second Five Year Flan, winch commenced in April 1956, is a 
natural sequel to the First Plan It cames forward the communiU 
development and other programs initiated in the First Plan and also 



seeks to las the foundations for la^ scale industrial de\elopment. 

Since the Parliament of India gave its appiosal to the Second Fne 
Year Plan, the need has been felt for a publication which would set 
out for readers abroad the underljmg approach and mam features of 
India’s economic and social programs This \oIume is an attempt to 
meet this need It has been prepared at the request of the Planning 
Commission by a special studv group The Planning Commission w el- 
comes The Nciv India Progress Through Democreci as an objectne 
presentation of the pnnaples and aims of the Second Fne Year Plan 
and the programs of de\elopment embodied m it 

The study group consisted of Dr. Douglas Ensminger and Miss 
Jean Jo\ce of The Ford Foundation, and of four members of the 
staff of the Planning Commission, Nlessrs Tailok Singh, J J Angaria, 
E P Moon, and D K Malhotra The task of preparing the first 
draft of the manuscript was entrusted to Miss Jean Joyce The manu- 
script had the benefit of being resiewed by Professor Edward Mason, 
Dean of the Graduate School of Public Administration, Harsard 
UnnersiU.andbi Dr Eugene Stalei, Senior International Economist 
of the Stanford Research Institute On behalf of the Planning Com- 
missiOHj I wish to express our appreciation of the service rendered 
by Miss Jovce, who devoted a great deal of labor to the preparation 
of the book. 

The Planning Commission has spionsored the publication of this 
studv in the hope that it mav bring India and its aims and problems 
closer to the people of other countries We in India have profited 
from their experience Their efforts and ours are part of a common 
goal— the building up of a world community founded upon peace, 
freedom, and democracy, in which mass poverty, disease, and igno 
ranee are ehmmated and the people of every land develop according 
to their own genius 


New Delhi, December 1>, 1957 


V. T. Krishnamaouri 
Deputy’ Chairman 
Planning Commission, India 
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The ]^cw India: 
Progirss Through Democracy 


India’s Second Five Year Phn is designed to lift the Indian economy 
and the Indian people forssard, and speed the rebirth of India as a 
modem nation. 

The Plan's immediate aims are economic and social— to raise liv- 
ing standards, to increase national income, production and employ- 
ment, ‘-to prosade a nchcr and fuller life, to breah furUicr through 
the barrier of poverty «hich has. held Uic Indian people and the 
Indian economy stagnant in a sttifth dcs eloping world In doing 
so, it seeks to translate into practical action the aspirations and ideals 
of the millions of the countrs, and gi\c to each an opportunity for 
semcc m the nation's growth 

But the Flan’s signihcancc, perhaps, lies as much in its method 
as in Its aims 

Each nation, as it shapes its future, draws upon its own national 
traditions and beliefs. In its struggle for independence, Indu placed 

I 



means abo%'e ends to w’n freedom without Wolence. So today India 
endea\TDrs to foUcw Gandhian methods of peaceful change, and to 
s^-in economic and social freedom, lile pohbca] freedom, without 
hate, siolence or mjustice. 

India hopes to aiuid the class conflicts, the social wuste, die op- 
presshe concentration of public ox pnrate power and wealth, which 
base often accompanied rapid mdustnalizahon and economic ad- 
%ance. It has hesed its economic plannmg to the principle of socbl 
justice, so that all groups mar benefit and grow m opportunih as the 
economs processes India proposes to earn forward not one or an- 
other group or class, but all its 5S4 million people. 

India seeks, moreoser, to bnng about its rapid transformabon 
from a backward to a developed nabon b\ democratic means. 

In its plans to bnng schools, medical care and new knowledge to 
India’s villages, to aeate new steel mills, to build roads, ports and 
- ships, to harness the nveis, to imgate millions of acres and bnng 
light and power to thousands of villages and small industnes, India 
will take each step forward with the consent, the consultabon, the 
participabon of the people 

Indu recognizes that m domg so it has embarked on an erpenment 
in democrabc planning which is perhaps brger and more complex 
than am in the modem world Some ha\e called it a fateful experi- 
ment. But India sees its task not merelv as one of increasmg nabonal 
produebon and national wealth, but of bnngmg the values of free- 
dom into haimom with the values of economic progress It believes 
that the qualitv and success of its democrabc planning, of its eco- 
nomic growth, depend on the degree to which the mdividual citizen 
is able to grow through participation, through the spreading of op- 
portunitv and through the strengthening of democrabc processes and 
msbtubons. 

India 15 aware that it must find its own solubon to the problem of 
democrabc pbnmng for mtensne economic growth. It will welcome 
and draw upon the ideas, the erpenence, the counsel and help of 
other nabons, \et its final pattern and methods must ineatabl) be 
its own It will be neither dogmahe nor doctrinaire. It has de- 
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tcnnined, wilhi'n its hvo guideposts of social justice and peacef ul 
democratic means, to remain flexible and pragmatic in its economic 
methods. India must strike oisTi national balance between liberty 
and progress, central control and private initiatise, national planning 
and local authority. Progress so planned and won is surer and more 
lasting. It will more surely conserv'c the strength of the Indian 
people, uncompromised by methods foreign to their traditions. 

To accomplish its great task, India feels that it must have not only 
internal peace, with a mmimnm of social tensions and class conflicts, 
but exterryl peace. Its hope is not to des'clop a self*suf5cient cco- 
immi c machine, but a nation which, in a comity of nations, can play 
a role of interdependence, mutual trade, friendship and assistance. 

Seen in perspeclne, the beginning of a Five Year Plan and the 
ending of a Plan arc vital dates in a nation’s history, If not today, 
they will become so, because they represent each major step forssnrd, 
each measuye of a nation's gtOA\'th. Planning and progress are, how* 
ever, a continuing process, a continuing march. Tlie five years of the 
Second Plan are only a penod fixed for convenience m planning. 
India must think in terms of even longer periods— a ^iird, a fourth 
and other future Five Year Plans. This is but the Second. At its end, 
even if all its goals and hopes are won, India will not have come to 
the end of its joumey. Therejs no end of a journey, where a nation 
is maichmg. 

Yet for India the next few yean arc the crucial years. India’s so- 
cial stability, its future as a democracy, its freedom as a nation de- 
pend upon the speed with which, in the next five and ten years, it 
pushes the pace of its social and economic; growlh. 

“If in the course of these five yeJars," India’s Prime Minister has 
said, "we achieve what we ha\c laid down in our second Five Year 
Plan, it will be a great victorv— oneof the greatest that India has won. 
And not only will it be a victory but a prelude to other Victoria. . . . 
IFc «rl} hs^c CKfsscd dtst dsogaotes k^fTi'cr h.V.yA sepsesfes' sn 
u nderd eveloped country from a developing country, and once vve 
have done that, it will be caster and faster going.” 

But as India marches ahead, it hopes it may contribute more Ilian 



pulling itself and its own people forward To the degree that India 
progresses, under democracj, India hopes it may contnbute to peace 
—the peace of Asia, and perhaps of the world 

\\T)3t IS on trial m India’s Second Plan and all its future plans is, 
in the last anal) sis, whether democracy can soKe the problems of 
mass povert)’. It is a tnal perhaps ne\er before made iij such an 
atmosphere of urgency. 

In some nations there are those who say that the democratic proc- 
ess cannot sol\e these problems, or cannot solve them fast enough. 
India belieses that it can do both; its Second Plan is testament to 
that belief. 

In meeting this great challenge to democracy, India will much 
to the good faith of other nations, who share its belief m the demo- 
crabc principles of human dignity and individual freedom But it 
must, m the mam and m the end, draw for its strength, for constant 
refreshment of its faith and spint, on its own hentage. on the skills 
the vitalit)’, the wisdom of its outi people 

Above all, India will draw on the precepts of the great master who 
led the nation to Independence, and pointed the way to social and 
economic freedom. 

From Mahatma Gandhi’s pnnciples of non-violence, of social 
justice, of adhering to right means to achie\'e nght ends, of setting 
the mdmdual as the one supreme consideration, India tiikes confi- 
dence and courage that a new waj— a w-aj of peace— may be found 
to lift its own, and perhaps other of the world’s hundreds of millions 
of poor and oppressed, out of the darkness of poi'ert)’ into the light 
of Opportunity and freedom 



CHAPTER I 


Tlte Underdeveloped hlation: 
Prohlems and Assets 


1. THE PROBLEMS I\DIA AT THE DAWN OF 
INDEPEVDENCE. 19-fT 

India’s First Fi\e Year Plan, which ended in May 1956, made the 
Erst breach in the bamer of po^ert\ which had so long held back 
India’s economy and people. But it was what the Pnme Minister 
called but a “preparaton' \cntore," a Erst attack on India’s prob- 
lems as an underdcs eloped nation 
Mans of these problems are familiar, as those eommon in nearlv 
all undcrdcsclopcd countnes But some of them were unique to 
India, one of the oldest and most dcnsch populated countnes of 
the world. It mas be helpful to look again at where India stood on 
the das it won its Independence. August 15. 1947 
On that dav the Indian people, united and uplifted b> their non- 
saolent struggle unda Mahatma Gandhi, faced their future of free- 
dom with high hopes and {rcaltalion 



Then as the}-, and their leaders, b^an to study how the ne\v Gov- 
ernment could bnng the nation foro-ard into the modem \\orld, and 
gi\e political freedom meaning in terms of higher Imng standards 
and more opportunities for the Indian people, the problems ahead 
seemed staggering, and to some almost impossible of solution. 

The most overwhelming of India’s problems was mass povert}-. 

Other nations at i-anous penods in their histor}- hare had the prolv 
lem of posert}-, but in India po\ert)' affected not thousands or even 
tens of thousands of people. It affected, and engulfed, tens of mil- 
lions. 

Perhaps the size of the problem can best be seen b} gis-ing some 
brief comparisons. 

India at that time had a populahon of about hro and a half times 
as large as that of the United States, about ?47 million people Out 
of all these, onh a fraction, perhaps 5 per cent or so, had a Imng 
standard which could be regarded as satrsfactor}- esen m Indian con- 
ditions. 

At the top extreme w ere the few nch some of the big landlords, a 
handful of successful families of trade or mdustn, the princes who 
had long ruled o%er large or small temtones The gulf between these 
few nch and the millions of poor was as great perhaps as in any na- 
tion m modem times. 

In the 5 per cent, set fairh well below the few of great wealth, 
was a growing middle class— men in Go%emment sen ice, professional 
w orkers, law} ers, doctors, engmeen: and other professional men, small 
shopkeepers and businessmen, teachers and others Yet e\en for 
these, and e\en in the cities, an income of $60 a month was the 
prinlege of relatiieh- few A schoolteacher earned $20 to $30 a 
month, a joung engineer perhaps $80 to $100 

Below this fas ored 5 per cent, these pn\i!eged fw, extended the 
last sea of poierri It included more than 300 million people 

India’s poiert} of that time was outside the experience and, for 
mam, bejond the imagmabon of the West. E\en among Asian na- 
tions, the poorest m the norJd, India stood aesr}y at the bottom, m 
any comparative scale of prosperity. 
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It is perhaps impossible to describe what such poverty meant in 
terms of human beings and human lives. Certainly the most that 
could be said for the living standards of millions in India was that 
they svere a testimony to the human capacity for sur\i\'al. 

Many, faced with food scarcity and nev'er-distant threat of famine, 
endured what Gandhi called “an eternal compulsory fast.” Mud 
huts in thousands of mired and w-rctched snllages matched the slums 
of India’s cities, which nv’aled or even exceeded the worst hnown 
in the West in the most depressed periods of Western history. 

Preventable diseases hie malana, smallpox, cholera and others 
cause half of all deaths Infant and maternal death rates were 
among the worst in Asia. One statistic ma) be enough. In 19-16 life 
expectancy for a new-born Indian child wxis thirty-two years. 

To ease or relieve the poverty', or provide opportunities to rise 
above it, there were few public and social scrxices. In 1947 less than 
one child in three of primary school age was in school and only one 
adult in seven could read and wnte In the village areas there was 
one doctor to 25,000 people, one hospital to 50,000. 

Only one city in four had a safe drinking-water supply or sewage- 
disposal system. Not half of even the larger towns had electricity. 
Only a scattering of India’s 560,000 villages were serviced by all- 
weather roads or by any form of public transportation. 

Indeed, although millions in the cities fared as badly, most im- 
poverished of all were the village people, who formed then, as they 
do today, the vast majonty of India’s population India is a pre- 
dominantly rural nation, and contains perhaps more than a fifth of 
the world’s rural people In their tens of thousands of impoverished 
and backward villages, Gandhi found them “slowly sinking into life- 
Icssncss,” with “chronic starvation and slow death” resulting m “a 
process of dclvwwvawvratiow ” 

At the bottom of the rural social and economic ladder were those 
without land or status— the landless laborers, who made up pahaps 
a third of all India's rural people, some 48 millions; or more, for 
example, than; the entire population of France. For them, an 
average family 's'camings were as low as 5100 a year. Many of these 



were Harijans, those once called the untouchables, uho, in the sal- 
lages as in the cities, were always the most imposenshed. 

E\en farther than the \Tllage people from anv opportunity for ad- 
s’ancement uere India’s tnbal peoples, numbenng some 18 million, 
who m their primitne, if colorful, societies felt the wont of India's 
poverty . 

For poxertv, even among the poor, was unequallv shared. With its 
great inequalities of income, India ako had inequahh’ of class, status 
and opportunity 'The fav "educated" hyed, as the poet Tagore 
commented, m the upper part of a house divided, and the vast il- 
literate millions liyed below, with no stair betyyeen. India's social 
structure was perhaps the most deeply stratified of anv country' m the 
yyorld Gandhi’s vigorous leadership had set up great currents of 
change, hut for many, old and outyyom attitudes still prevailed 
toward ranJ^, caste, social status, education For the low caste, the 
untouchables, the haye-nots, fevi doors of opportunity were open 

Another of India’s oiemhrfn»n| problems, and in part the cause 
of poyerty, yvas unemployment, of a kind and e\tent perhaps rarelv 
ejgjcncnced clseyyhere, except possiblv in the depths of the yyorld 
depression in the eath 1950’s India’s lomt family system, under 
yvhich shelter and food are shared yyith a y\ide group of relatiyes and 
dependents, conceals and lessens the hardship of unemployment, par- 
ticularly m the yillages, yet the problem m terms of social and eco- 
nomic yyaste and potential discontent was one of the most senous 
in India 

Underemployment— sometimes as little as a feyv days’ yyork a yyeek 
—yvas also high m both city and Milage Gandhi called the enforced 
idleness, for nearly six months of the year, of the o\eryy helming ma 
jorit}’ of the population India’s "problem of problems’’— “a tre- 
mendous tragedy’’ for y\hich an ongmal solution must be found 
Among the landless farm laborers, perhaps one fourth— or e\en a third 
— yyere surplus to the needs of agnculture Eycn young men and 
women college graduates could find no jobs for yyhich their training 
had fitted them— and the problem of the “educated unemployed,’’ 
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which all underdeveloped countnes have to some degree, was par- 
ticularly acute in India. 

WTiat were the reasons for India’s posert}’, its heavy unemploj- 
ment — problems which, as Gandhi said, few nations in history’ had 
ever faced on such a scale? 

The key lay in the fact that India had, for the past twenty to 
thirty }ears, made so little progress that, in the face of a rising popu- 
lation, it was economically almost at a standstill. \Vlulc other nations 
over that period were going ahead producing more — in Japan, na- 
tional production more than doubled, for instance— there were al- 
most no gains whatever in the amount of food and other goods and 
services produced m India. In some waj's India’s economy had actu- 
ally gone backward. Income per person had gone down, production 
from farms and industries had barelv risen at all. 

Economic stagnation is a charactenslic of underdeveloped “pte- 
industrial” countnes It is not fully understood lust why economies 
stagnate in this way; the causes are many and complex But for India 
some of them are clear 

Some causes were social in origin the low level of education, the 
technical ignorance and backwardness of the maiontv of the people, 
lack of business enterprise, the rcstnctions of caste Some were eco- 
nomic— such as the lack of capital to invest in new industries and 
enterprises. This shortage is a common difficulty of underdeveloped 
countries. 

In some cases both factors were intertwined. This was certainly the 
case with India’s backward agriculture which, in a vicious cvclc, 
brought poverty and still more backwardness to India’s millions of 
rural people. Even though three-fourths of the entire population 
worked on the land, Indian yields per acre were the lowest m the 
world and the lowest m Asia— about onc-lhird of those of Japan 
or China. Wiat's more, over the previous twenty to thirty vears, even 
the amount produced per person had been going down 

Lack of knowledge of improved sceds'and farm methods, lack of 
fann credit, of farm extension services, dependence on fickle rain- 



fall— in India there are only one or two monsoon or rainy seasons a 
jear— \sere some of the reasons. Without help, the aserage farmer 
living on the bare edge of survival had not the means to risk new 
and, to him, untried improvements. 

An antiquated feudal land ^stem destrojed for many farmers 
even the incentive to produce more. Under this system small farm 
owners as well as the many sharecroppers and tenants had to pay 
oppressive rents, in many cases 50 per cent or more of their crops, to 
vanous tv'pes of landlords. Many, if not most, of these landlords did 
not cultivate the land themselves, or take any of the risks of farming, 
or invest in improvements. 

Food shortages were made worse b)' the partition m 1947 of un- 
divided India into Pakistan and India, and by the separation of 
Burma The lands embraced bi Pakistan contained one-half the irri- 
gated fields and the richest food-producing areas of undivided India 
Burma, a big rice producer, had traditionally supplied undivided 
India. Altogether, lands yielding an average of over 2 million tons of 
food a year were withdrawn from India upon Independence. Food 
rationing and price controls, begun in India as elsewhere during the 
war, had to be conbnued, as well as heavy imports of food to be paid 
for with India's scarce foreign exchange 

In a nation with millions of village poor, there were few markets 
for the goods produced by city workers and industries Indian indus- 
try, indeed, was virtually stagnant It produced, to be sure, the tenth 
largest industrial output of countnes of the world, and second largest 
in Asia (after Japan), and in the previous thirty yeais it had grown 
considerably. But it was on the whole undeveloped, and was cer- 
tainly not growing rapidly enough to provide either sufficient em- 
ployment or a rising standard of living for a growing populabon 

For example, the Indian non and steel industry, one of India’s 
most active and enterprising, was producing onlv half of the country’s 
very limited needs, in spite of plentiful raw matenais Most of the 
major industnes were operating far below capacity’. As an interesting 
comparison, dunng this penod Japanese industT)’ was already con- 
tributing a third of total national production. 
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One very serious result AS"as that industry was not creating enough 
new jobs to relieve unemployment. In the fifty vears from the begin- 
ning of the century, a period when in every other developed countrj’ 
more and more people were finding jobs off the farms,' there was in 
India \czy little increase in the number of jobs in industry’ or in other 
non-agncultural occupations. By 1947 manufacturing industries em- 
ployed barely 2.4 million workers. 

In part this stagnation of industry sras due to the shortage of 
capital common in underdeveloped countries. In part too it was due 
to the fact that, as is also charactenstic of “pre-industrial” countries, 
little of the money that was available was invested in basic industry’. 
With a few notable exceptions, the wealth of the fractionally small 
class of the rich was usually put into land, into conspicuous spending 
and leisure, into speculative and higb-profit making enterprises, into 
manufacture of consumer goods, rather than into basic industries. 

Small industries as well as large were stagnant. Tlic village crafts- 
men had been dealt a hard blow by factory-made goods, foreign and 
Indian. While some continued to make a meager living at tlicir hand 
looms and potter's wheels, some craftsmen had to become agricultural 
laborers, and others had gone to the cities in hope of finding factory 
jobs. 

The poor crops, the inertia of industry meant a poor nation as well 
as a poor people. India’s total national income for all of 1947 was 
considerably less than that earned in one month in the United 
States at that time, and about equal to that of Canada, a country 
with about one twenty-fifth as mam people 

Some of India's economic problems had been accentuated by the 
w-ar. India had not, it is true, like its next-door neighbor Burma, had 
its ports destroyed or its villages ravished Yet the war had been ac- 
companied by destructive inflation and shortages 

Railway and other services dctcnoralcd because of overstrain, and 
because of lack of money and time for maintenance Shortages of 
cloth and housing, as well as of food, had pushed tlic workers’ cost 

' In the United States farm population shifted from S7 per cent of the total 
working population in 1900 to l2 per cent m 1955 



of Imog up to three to four times the pre-war Ie\’el. Home building 
had come virtually to a standstill. In the cities congestion and o\‘eT- 
crouding brought more and more acute social and economic prob- 
lems. 

The tuenh’ to thirh rears of economic stagnation, topped b\ the 
dislocations of s\ar, \rere for India especially sesere because its popu- 
lation was growing so swifth India’s rate of increase in population 
is lower than that of Japan, or the United States or Canada, and far 
lower than that of South Amencan countnes But e\en at this lower 
rate, India’s already s-ast population was increasing bv 5 million new 
souls a }ear. Moreoser, the rate of increase had been going up for 
the preiious quarter-centurs’, as improved health services, however 
inadequate, were lowenng the number of deaths from epidemics and 
disease. 

Merel) to heep up with its vearly increase, to maintain even its 
poor levels of living, India had constanth to go forward To stand 
still was to go back In thirtv vears— bv 1977— it was estimated the 
population would be half a billion 
As populabon rose, demand and pressure for land had become 
more and more intense ,\s ive hate seen, in the preceding fiftv rears 
no new |obs were being created off the farms Agriculture had to 
absorb the entire half<entun’s gam in population The proportion 
of people working at agriculture was continualh rising, and popula- 
tion densitv in some areas was among the highest in the world ^ 
Pressure on the land was also shorvmg itself in more and more un- 
emplov-ment in the villages, m the breakup of family farms into 
smaller and smaller fragments, in waves of migration to the alreadv 
overcrowded cities 

Povertv’, unemployment, a stagnant agnculture and industiy, great 

inequalities of income and opportumtv, a mounting populabon 

these then were some of the problems facing the new Indian Gov 
emment and the newi> independent Indian people in August 1947 
Added to them was the immediate expectation of the people that 
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Independence itself \\ould soKt: India’s problems, that the poverty 
and backwardness so long linked with colonialism ^\ould almost 
automatically disappear along with colonial rule. 

Added further were the sudden shock and tragedy of Partition, 
when undivided India was cut asunder to form the hso nations 
India and Pakistan. It was like the dismemberment of a living body: 
industries were cut off from their raw materials, the pattern of agri- 
culture was disrupted; railw'ays and civil services were severed, nearly 
8 million refugees, leaving homes and lands behind, streamed into 
new India. 


2. THE ASSETS 

Yet against its staggenng problems, the new Government could 
balance assets that made possible India’s rebirth 
Among these were important phvsical assets— for although India 
in 1947 was poor, it had considerable potential wealth, resources 
which, if nghtly used and developed, could create for the first time 
more income and opportunity for the Indian people 
India, for instance, ranked among the more favored nations of the 
world in total natural resources There were cvtcnsive known reserves, 
among the highest grade in the world, of iron, manganese, bauxite, 
there were considerable coal, titanium, mica, and atomic materials 
such as thonum ores Earlv survevs had shown the possibihtv of oil 
in the eastern states, principallv /\5sam India's legendary rivers of- 
fered a potential for hydroelecinc power perhaps among the highest 
in the world 

Industry, though small, had at least made its beginning, and was 
served by an extensive railway svstem. tlic largest m Asia— a legacy 
of Bntisii rule. The alreadv industnalizcd area, for example, of the 
Bengal-BiharOnssa triangle, was considered to liavc in railway fa- 
cilities, power and natural resources one of the richest conccnlralions 
of resources for development in all Asia 
Another promising asset was the increase that could be expected in 
farm production. Given improved seeds, fertilizers and belter methods 



of culti\-ation, and the education of fanners in how to use them, 
enonnous increases o\er the Citremel} low \aelds ssere possible. 

India also had a sast resersoir of manposset— of people to do the 
ssork of rebuilding the nation. Made use of with imagination and 
boldness, this sast «Qrk force could indeed be not a problem but a 
resource, and become one of India’s most s'aluable means of produc- 
ing nesv capital and \sealth 

India could also draw upon one of the most saluable assets avail- 
able today to a des eloping country— the technical and scientific 
kno\s ledge of the ad\-anced nations. Some economists belies e that 
such technical knowledge could be for India, as for manv under- 
deseloped countnes, a resource which was the economic equnalent 
to the untapped continent available to the United States 150 sears 
ago. 

There were other assets, social and political m nature 

Sure!) one of these is the character and concepts of the Indian 
people themsehes In appljing itself to a great ne\\ national en- 
deavor, India could draw upon cultural and spiritual resources which 
had throughout its checkered historv welded India into cultural, if 
not phjsical, unitv, and which had again and again over the centuries 
been able to enrich human thought, philosophy and religion 

On his visit to the United States m late 1956, the Pnme Minister 
described this background against which India seeks rebirth as a 
modem democratic nation 
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of peace and tolerance. ... In our own time, this message vas pro- 
claimed by our great leader and master. Mahatma Gandhi, who led us to 
freedom by peaceful and yet effective achon on a mass scale 

Such traditions have permeated the life and thought of the hum- 
blest Villager, and bred in him a deep patience, wisdom and toler- 
ance, and encouraged India to count upon its people as one of its 
great assets for dynamic growth by' peaceful democratic means 

Surely too the Gandhian heritage was in itself another of the great 
assets for India’s resurgence as a democratic nation To Gandhi’s 
leadership and to his principles, independent India owed its unity of 
new purpose, its common agreement that the new gosernment must, 
and by peaceful democratic means, dedicate itself to the advancement 
of the Indian people. 

The fact that a new Government was born of non-vioIencc, with 
peaceful transfer of authority and friendship on both sides, is one of 
the richest legacies w’hich the Father of the Nation left to new 
India. The British withdrew from India in a manner honorable to 
both sides and worthy of their own rich tradition of freedom, leaving 
a fund of goodwill and eagerness on the part of India to forgive and 
forget and to remember onlv the best of the past Despite wounds 
caused by Partition, most Indians fell that they had forged new 
bonds of unity between rich and poor, between north and south, cast 
and west, and that they now had the means and the opportunity to 
grow into a great modern nation 

With such a background (he new Government was able to transfer 
to the problems of development not onlv the strong administrative 
structure of the former Government but the full resources and ener- 
gies of the Indian people Highlv trained and organized, India’s civil 
service, the “old steel frame” of British India, as well as other ad- 
niinistrativ e services m the States, were absorbed at once to the serv- 
ice of free India. So too was the judiciary and police system which 
bad established both a mechanism and respect for bw and order over 
the entire country. Tlie nav Government commanded the loyalty of 
an army which, both by training and tradition, was committed to 
subserve a unihed nation. Under Gandhi, the non-violcnt freedom 



mo\ement itself had produced man} leaders ^^ho had \son national 
trust and respect. That the}- tool; positions in the new Go\ emment 
ga\e the confidence and sense of nabonal unih so important in 
countnes ne\\l} independent. 

Backed b) the strong nationalist sentiment, the new Indian Gov- 
ernment was able to bring together 552 separate pnnceh States,’- 
effectivel} and mth little disturbance, into a single nation with a 
sense of unih* unique in all India’s histors. It was also able to wnth- 
stand the bloodv crisis accompanvmg Partition, and to set about, with 
speed and public confidence, the gigantic tasks of economic and 
social reconstruction 

Such were the assets that made development possible, as India's 
overwhelming problems made it imperative 

As India’s leaders looked bevond the immediate needs of unifvmg 
the States, and settling the refugees from Pakistan, tbev began to 
plan how the development of the nation and its people might be 
achieved on the basis of India's own traditions as well as on the 
technological advances of the Western world 

Their first decision was that India must shape a Conshtution that 
would assure polibcal and religious freedom through a secular demo- 
cratic government This Constitution, which drew upon the great 
liberal traditions of 'Western political thought as well as India’s own 
hentage, was adopted m Januarv 1950 It asserts, in its opening para 
graphs, that its aims are to secure for all citizens 

Ji'STJcr, social, economic and political. 

Liberty of thought, expression belief, faith and worship, 

Equvltty of status and of opportiinitv , and to promote among them all 
Fr.vtekmty assunng the dignih of the individual and the umtv of the 

Nation 

The Government’s second decision was to hold a popular election 
so that before its people and the world the new Government might 
be based on the will and consent of the governed 

* The pnnces and maharatas retained their titles, but gave up control of the 
States The} tteregnert for that Metones a generous pnw purse ftom the public 
funds 
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The first election, belicv’cd to be the brgest free election ever held, 
took place in tlie winter of 1951-1952. One hundred and six mdlion 
voters participated, or o\er 60 per cent of all those eligible, including 
men and women from the most remote villages. 

India’s third decision was that it must plan for national develop- 
ment m a direct attack upon poverty. This decision, too, took strength 
from India’s new Constitution, w'hich placed upon the State the 
obligation to "strive to promote the welfare of the people,” and 
work toward securing social and economic as well as political justice. 

Development was indeed a matter of greatest urgenc)’ India could 
not nsk the haphazard dev-elopmcnt, the costly mistakes of a nation 
with a hundred years to grow, or of a nation of great wealth. The 
high expectations and great needs of the Indian people meant that 
India’s stabilit)', its future as a democraq’, even its freedom as a na- 
tion depended on swift advance out of stagnation to growth and 
opportunit}’. 

3. THE FIRST FA^E YEAR PLAN DEVELOPMENT BEGINS 

The First Five Year Plan, begun in 1931. was the Government’s 
first concentrated effort to develop the nation and its people Organiz- 
ing all the country’s energies and resources, the Plan had three over- 
riding aims. The first was to start building up, by democratic means, 
a new pattern of society which would create, through higher living 
standards, through increased cmplovTOcnt. production and a larger 
measure of social justice, a richer and fuller life for tlic people 

Side bv side with this, it was hoped to develop agriculture and botli 
large and small industry so that all parts of tlie economy and of the 
people might have the maximum benefit It was also hoped to get a 
firm start on important long-range programs of development— on big 
irrigation and power projects, on conserving natural resources, and 
on budding up the necessary organization of administration and 
training, and even the enabling legislation, to form the basis for 
later and more rapid growth. 

Tlic most immediate need was to relieve the serious food shortage 



and the rising inflation. Little progress could be made in the countr}’ 
as a whole, in industi)’ or elsewhere, unless food became more plenti- 
ful, and unless the great mass of backward and imposenshed rural 
people were awakened to new farming methods, to a new outlook, to 
a new \-italitj’. 

The Plan’s agncultural effort emphasized new imgation, land 
reclamation, a national extension serMce and rural de\ elopment pro- 
gram. Considerabl) helped by fasorable rams, it was on the whole 
eminently successful. Foodgrain production alone went up nearh a 
fourth, or by 11 million tons, and agncultural production as a whole 
by 19 per cent. 

Through imgation and land reclamation, the Plan increased the 
area under crops by 26 million new acres Important land reforms 
were initiated. Almost SO million people— nearlv one fourth of rural 
India— were put under a dioamic rural dei elopment and extension 
program. This rural program indeed, which brought for the fint 
time the means and knowledge for self help to a last, illiterate rural 
population, must be counted as one of the First Plan’s greatest 
achie\ ements. It became, perhaps more than an\ thing else, the 
s)Tnbol of the resurgent spmt of India. 

the Plan’s gains m social serxices were modest in xiew of 
the great needs, 6 million more children went to pnman schools, 
high school and college educabon began to be adapted to the needs 
for a democratic de\ eloping nabon, a start was made on organizing 
health ser>'ices 

WHiat had been planned for large industrx was chiefls to stimulate 
factories to use their capacity to the full With the new public confi- 
dence in the nation's future, mxestment in industrx increased, and 
industrial production rose steadily, until by the end of the Plan 
period m 1955-1956 it was 3S per cent oxer 1951 and almost two- 
thirds higher than in 1947. New' factones, public and pnvate, built 
the pattern of a new and more dncrsified industn A good start was 
made m organizing a system of shmulatmg and assisting small in 
dustnes, in modernizing the run-down railways, in improving and ex- 
tending roads, m enlarging ports and shipping 
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Income went up along svith production. Although the roost the 
Plan had hoped for was an increase of 11 per cent in national in- 
come, the actual increase \vzs 18 per cent. Even mth a growing popu- 
lation, this meant an increase of almost 11 per cent in income per 
person. 

With rising production and careful financial planning, inflationarj’ 
pressures went down and prices became more stable, in spite of a 
somewhat strong upward trend just at the end of the Plan period. 

To finance the Plan, the Government and private enterprise each 
expended just under Rs. 2,000 crores * ($4 billion each, or together 
a total of $8 billion) on development programs. 

To meet its share of these expenditures, the Indian Government 
relied almost entirely upon its own resources. The Indian people 
contributed voluntarily in small savings Rs 257 crores (S474 million). 
In rural development areas, villagers stimulated to new enthusiasm 
and means of self-help, gave freely of labor, land, savings and ma- 
terials to build schools, roads, health centers and other village im- 
provements- In some areas their contribution has exceeded that of the 
Government, and for the nation as a whole equaled Rs 24 crores (S48 
million). 

Foreign assistance from the United States (including the Wicat 
Loan), from the Colombo Plan and other sources made up the 
“vital balance” of 10 to 12 per cent of the Government’s costs of de- 
veloping the nation and its people. 

The Need for Faster DEvxLorME.NT 

The First Plan’s gams were encouraging and substantial, significant 
among those of other underdeveloped Asian nations over the same 
period. But, aside from reaching and sometimes exceeding many of 
its targets and considerably strengthening the Indian economy, the 
Plan— and with it the Govcmmcnl’s entire effort, m and out of the 
Plan— did something more. It mobilized the energies and spmt of 
the people and brought a new sense of hope and confidence in 

‘ The nipec. cquirtlcnt to about 21 cents. » the banc unit of Indian cur- 
tenc)‘. A crore of rupees (lU 1 crore) equals roughly $2 million 



India’s abilit}’ to solve some of its own problems. For the first time, 
too, new and ever larger groups of the Indian people were able to 
participate in a national effort for their own ad\'ancement. 

Yet the pace of development was still too slow, and many urgent 
problems were yet unsohed. No real gams were made on unemploy- 
ment, which appeared to be mcreasing. Investment m industry, in 
development programs of all kinds that would create new w'Calth, jobs 
and opportunities, was still small or uneven, although considerably 
higher than before the Plan. Income and living standards, although 
higher, still left India a nation of impoverished people. 
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To India, then, the First Fnc Year Plan was only a preparation, a 
first start toward growth Tlie real beginning in the colossal task of 
rebuilding the nation— “tliat difficult and tremendous )Oumcj”— is 
the Second Fne Year Plan 

In prepanng it, India was forced to take a long look ahead, to set 
up goals for ten and twentv scars from now, and anahve carcfiilh 
what would dctcnninc how far and how fast it could adr'ance toward 
them. 

Tliere are of course mans human and social factors tliat will do- 
temnne how India grows, and how quickU riicie arc political fac- 
tors as well. All these arc suprcmels important m an\ de% eloping 
nation. 

But it will be useful to discuss first the more specificallv economic 
factors which determine a nation’s growth It will thus be possible to 
see in economic pcrspcctnr India's chances for development as a 

Zl 



modem nation able to bring increasing living standards and oppor- 
tunities to its millions of people. 

Looking ahead, India's planners concluded that, m economic 
terms, there s\ere four basic factors which are the key to India’s 
growth over the next five )ears, the next ten, the next twenty. The 
Second Plan and every future Plan would have to make attack on 
all of them. 

The first iactor is how quickly India can produce more— more of 
everything: of goods, services, machines, and above all food Without 
increased production India can only distribute poverty, and as its 
population grows, incomes and living standards will go down By 
producing more crops, more goods, however, India can produce 
higher incomes, more employment, higher living standards, and at 
the same time have capital to invest m schools, health, factories, im- 
gation and power, and the like. 

In the five years of the Second Plan, India proposes to push the 
1956 production level up by one fourth more, to double it m fifteen 
years (that is, by the end of the Fourth Plan, 1970-1971); and raise 
it by 2Vi times in twenty years To reach this goal, however, India 
must adopt new and better methods of production 
To use the Prime Minister’s phrase, India is industrially at the 
“cow-dung stage.” ^ The )ump to the age of atomic energy is a long 
one. Millions are employed in cottage and small industries which 
largely depend on outmoded techniques. Millions of village farmers 
are illiterate and backward. To most of them, modern methods, ma- 
chinery’ and other tools are unfamiliar or even unknown 
A democracy, however, cannot force adoption of new technologi- 
cally advanced methods at human and social cost Each farmer must 
be taught, not forced, to use improved farm methods, fertilizers, 
and so on. The introduction of new machinery' must be so paced that 
it will not throw men out of work without hope of new jobs when 
unemployment is already dangerously high Each craftsman must be 
trained to understand and use new metliods and tools Clearly for 
India the pacing of technological advance is as crucial as the advance 
' la India cow dung is burned for fuel 
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itself. It mvist insolse some compromises not faced by covmtTi 
which do not have great ptessme of population, nor by countries wit 
high emplojTnent or with a century' or more to growr, nor by countries 
which are not committed to democratic methods, social justice and 
peaceful nan-\iolenl change. 

Yet, the speed vvith which India can bring about adoption of new 
and more productive methods is the most important single factor in 
development, not onlj m the next fire jears but o\er the next 
quarter centurj’. 

The second key to India’s future dci'clopmcnt is the rate of growth 
of population. Any effort to raise income and living standards per 
capita, to relieve unemploj-mcnl and pressure on the land, and to 
provide education, health and other essentia) services is constantly 
faced w ilh the problem that by the end of the Second Fn c Year Plan 
period alone (1961) there will be a minimum of 25 million more 
people to provide for, and by 1976 probably 100 million more or 500 
million in all. 

These arc admittedly conservative estimates India must nm fast 
merely to stand still. An essential condition for actual progress in in* 
comes and let els of Imng per person is an cficctne curb m population 
growth. 

The third economic key to India’s development is the rate of in- 
vestment, or the proportion of the nation’s total income, public and 
private, plowed back into building the railwavs, sled mills, ports, 
povvcT plants, and so on, on which modcni industrial socicl) is based, 
and which arc essential to increasing the nation’s future productive 
capacity. 

Any going economy takes a part of its national wealth for these 
purposes both voluntanlv, as individuals persona ll\ invest in new 
business or factoncs, and through taxes to the Government for 
public services and facilities 

In advanced or rapidly developmg cowwtrves, the savings for invest' 
menl are at least 10 to 15 per cent of national income, and usually 
considerably more,* and arc saved over and above a high or relatively 

‘ In 1955 in the United States it war 1 1 6 per cent, in Japan 22 5 per ctnt. 



-M su»uui-j VL imng. un me other hand, underde^-eloped nations, 
sslnch piodnce little and thus have little surplus stealth, consume 
almost all they are able to produce, and the rate of investment is 
usually low— around 5 per cent of total income. This n-as the rate 
in India at the start of the Fust Fh’e Year Plan. By the end of the 
Plan, it exceeded 7 per cent. 

A rapid shift from the rate of 5 per cent to 12 per cent or more 
has been said, by some economists, to constitute an “industrial re\-o- 
lubon ” 

In any case, nhat is clear is that dev'elopment cannot take place 
rapidly unless a larger and larger portion of national income is put 
into industries, pon'er and irrigation projects, and the like One nay 
to do this m underdes’eloped countries, which produce little sur- 
plus rvealth, is dehberatel} to hold domi living standards and con- 
sumption of goods so that funds may be gathered to invest m de- 
velopment. 

It might be possible for a nation following non-democrahc methods 
to compel Its people or secbons of them to accept a %•«) low or static 
hvmg standard, and thus ^ther funds for development by heavy* 
taxes, forced “savings"’ and sale of a large share of the crops. 

Democratic underdeveloped countries, however, cannot build fac- 
tones, pow-ei plants, and so on, at human and social cost, but must 
keep hving standards nsmg, at the same tune as they draw off funds 
for mvestment. This is certamly true m India, as perhaps m many 
oewlv mdependent nahons, where the winning of political freedom 
was accompanied by a “revolution of nsmg expectations” among the 
people for better living standards 

The crucial test of democracy, therefore, is whether, in an under- 
developed countX), it can achieve a rate of investment and of eco- 
nomic progress comparable to totahtanan nahons India behev'es that 
democracy’ can meet this test. It believes that if the people are per- 
mitted to understand and share m the nafaon’s problems, if they are 
brought into partnership with theic Government m planning and 
earning out development, a free people is capable of making the 
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enormous contribution— in energy, skills, savings and even sacrifice- 
necessary to carry themselves and theit nation forward. 

It is by such methods that India hopes to mobilize its people and 
resources, in its vast national endeav'or. By doing so, it expects to 
succeed by the end of the Second Plan m securing a rate of invest- 
ment of 11 per cent, as compared to 7 3 per cent in 1955-1956. At 
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In deciding how to invest its limited funds to get the most pro- 
duction for each rupee spent, India has special problems and ques- 
tions. How much of its funds should be put into projects which 
need little capital but use large numbers of workmen? What is the 
relative production per rupee between the two? How many jards of 
cotton cloth, for instance, will India get per rupee spent on modem 
textile machinery using little labor, as compared with the yards pro- 
duced by hundreds of thousands of hand weavers using improved 
looms that cost relatively little^ 

These are important questions where, as in India, capital is scarce 
and must be used spanngly, and where capital in the form of foreign 
exchange (dollars, pounds sterling, and so on) is vciy scarce indeed. 
Modem machinery not only requires scarce capital but, since it must 
be bought abroad, also requires scarce foreign exchange. 

Moreover, m India there is a vast population with high unemploy- 
ment, and highly mechanized induslr) needs relatively little labor. 
Recent rough calculations for India indicate, for instance, that more 
than tripling steel production, as presenll) planned, will require not 
triple the present number of workers, but only about twice as many 
more. 

Tlie Second Plan clcarh recognizes that even the high rise ex- 
pected in national production and income will not solve unem- 
ployment, although it will create a ven' substantial number of new 

jobs. 

It is generally accepted among economists that in India and other 
countnes with high uncmplovment, some pro|CCts should be spe- 
cifically chosen to use large amounts of labor For each rupee in- 
vested production may be less, the same or even Iiiglier, depending on 
the kind of pro|ect. In any case, providing cmplojmcnt is an im- 
portant objective in itself and a social, indeed a political, ncccs- 
sit)-. 

For India, the problem is seen in particular cfarit)’ where small 
and hand industries, employing many, must compete with large 
mechanized industries cmplojing few Tlie most notable and difficult 
case is in cotton textiles where complete mechanization of the in- 



dustiT uould destroy the emplojment of the hundreds of thousands 
of hand -n ea^■ers. 

In m\-estmg its limited funds, therefore, and planning its future 
deielopment with a new to hi^er emplm-ment as n-eU as higher 
incomes, India has to u*ark ont an acceptable balance betu-een those 
which use large amounts of capital and those using large amounts of 
labor, choosing as nearly as it can those which give the best returns 
not only m production but m emplovinent. 

Another problem on which India must make a start m the Second 
Plan IS to get some rehef from pressure on the land, cutting down 
the now excessive proportion of people engaged m agnculture. AH 
developed countnes have a far lower proportion of the working popu- 
lation engaged in agnculture than does India In general, the pro- 
portion in agnculture and in industry is one of the clearest indica- 
tions of economic growth, or lack of it 

^\Tiat India hopes to do over the long term is at least to keep to 
a minanum any increase in worken m agnculture, so that the present 
proportion of 70 per cent mar be cut down giaduallv, possibly to 60 
per cent or so over the nest twentv or thsrtv vears The traditional 
hand mdustnes and trade and services are alreadv oversupphed with 
labor, it is, as we have seen, both desirable and necessary m 
the transition period to increase employment somewhat in these 
fields, in the long run the big need is to create emplov-ment in large* 
and small-scale mdustn, m construction, housing, transport and 
communication National investment over the Second and later 
Plans must, frierefore, be channeled more and more to these indus- 
tries. 

Looking twentv vears ahead at all these problems affecting its de- 
velopment, India made some esbmates of the future pattern of its 
growth, and set up some targets it hopes to reach 

Bnefl), in economic terms, India’s goal m twentv jears is a na- 
tion where national income is two and a half tones as high as in 
1936. and where per capita incomes have doubled Stated another 
vva), what India hopes to get well under wav m the nert five vears. 
certainly in ten, is its industrial and agncultural revolnbon, creating 
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a more abundant economy which produces and consumes more of 
its ouTi and the world's goods, and which has developed its own 
momentum to go constantly forward. 

Stated in more precise figures, India’s pattern of growth is foreseen 
as follows: 


TWENTY YEARS OF GROWTH J956-76 




AT TIIC END OF 



% IN 


1st 

2.ST> 

3rd 

4Tn 

5t» 

1956 

P1A^ 

1955-6 

PLAN 

1960-1 

PLAN 

1965-6 

PLAN 

1970-1 

PLAN 

1975-6 

TO 

1976 

National Income 
(Rs.crores) 10,800 

13.480 

17,260 

21.6S0 

27,270 

152 5 

Total Net Im eslment 
(Rs crores) (total 
for entire Plan 
penod) 

3.100 

6.200 

9.900 

14,800 

20,700 

576 7 

Rate of Iniestment 
(as % of national 
income) 

73 

107 

137 

160 

17 0 

1329 

PopnlaUon (miUicms) 

38^ 

408 

434 

465 

500 

30.2 

Capital output Ralio 
(oier the Plan penod) 

1 8 1 

23 1 

26 1 

34 1 

37 1 

_ 

Per Capita Income (Rs ) 

ZSl 

331 

396 

466 

546 

939 


(All at 1952-53 pnc«) 



CHAPTER III 


Resolution loitli Social Justice 


Certamh economic factors alone uiU not determine India’s rate and 
manner of deselopment o%ei the nest 6ve or the nest tnenh )ears. 
As the dynamic ferment of change sets in, social unit) and political 
stabflit) are paramount necessities. 

And so too IS India’s abiLh to proside the incenb\es, the social 
and political climate, the sense of oahonal purpose that can arouse 
progressnelv greater partiapabon of all the Indian people in the 
ssorh of deselopment — dianmg then effort, then faith to the service 
of the nabon 

Social and pohbcal stabiht), public support and participabon de- 
pend almost diiectlj on how well India is able to bring the benefits 
of economic development to aD classes of people 

India’s studv of mdusbial resolutions, current and past, shows that 
the) have usuall) been accompamed at least at the beginnmg— that 
is, the stage where India now is — ^b) enormous human misex)’, social 

30 
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upheaval and class conflict, by the wealcenmg, or e\cn the elimina- 
tion, of whole groups m socieh — of cottage craftsmen, or of land- 
lords, or of peasants, or of middle-class entrepreneurs, bj the growth 
of industrial slums and po\eit\, bv concentration in the hands of the 
few of excessive wealth and power, by the further depression of tliosc 
groups which at the outset were alreadv most weak and disad- 
vantaged. 

As India views it, such evils could result from industrial revolution 
only because political democraev was not then complctcl) effective. 
Workers, farmers, economicallv or poUticallv oppressed groups were 
not fully represented in parliaments and governments, and were thus 
not protected against injustice or assured a fair share of industrial 
piogiess. It was only as governments became mote fulh lepicscnta- 
tne that they saw to it that larger and larger numbers of people won 
equality of economic oppoitunitv and social justice, fair labor laws 
and social secunty, and shared m the benefits of national develop- 
ment. 

In India political democraev has come first The onlv course pos- 
sible for India as a demociatic government is to see that the benefits 
of industrialization, as it progresses, arc shared witli the manv as well 
as with the few, and that political freedom brings increased eco- 
nomic freedom for all groups m societv 

Economic and social democracy cannot be m India merely the 
end products of industrial revolution, tlicv must accompanv it. keep 
pace With it and, what is even more important, bv releasing the 
initiative and energies of the people, be the very mstnimenls to bring 
it about. 

Even in its early stage of incomplete industrialization, Indi.i has 
not escaped some of the evils of the haphazard growtli of industry, 
of slums m the more and more overtrowded cities tlic economic de- 
pression of some groups and classes of societv wlio lost tlicir inte- 
grated part in the old village communities India is jw.nfc of these 
evils, and that so far it lias not avoided them 

As India stands on the threshold of its industrial revolution, tlicrc- 
forc, it is determined to choose a new pattern to bring al>out great 



economic change vrithout conflict, poKlical or economic oppression 
or destructiie social npheax-ab. It proposes, by peaceful democratic 
means, to cart}- foro-ard, not one group, but all groups— Mliagers, 
farmers, small businessmen, large mdostnahsts, low caste and high— 
so that not one but all ma\ adrance m Imng standards, m oppor- 
tunih and human digmh'. 

To do this, nhile dexeloping mth the speed and on the scale that 
India proposes is, as it has been called, a fateful expenment 

India tabes its approach and its courage for this expenment from 
its long hentage of philosophic and rehgious belief in the dignih of 
man, which found its most recent expression m the teachings of 
Mahatma Gandhi, the Father of the Indian Nation 

The great legacies of Mahatma Gandhi are on the one hand the 
connction that economic and social freedom must be the goal of 
new India, and on the other a bods of pnnciples through which 
India's economic, like ib political, revolution should be brought 
about 

India feels mdeed that its present economic revolution is a con 
bnuahon of its earlier pohbcal struggle For Gandhi, India’s free- 
dom struggle itself w as inseparable from the struggle for social and 
econoimc equalitj for the people "The two things, social re-ordenng 
and the fight for pohbcal Swarai [self-rule], must go hand in hand, 
there can be no quesbon of precedence ’ Swarai. he taught, must not 
be the subsbtubon of one government for another, but “the poor 
man’s Swaiaj," with full economic freedom for the “starving toiling 

IDllllOIlS ’’ 

He saw economic adv ancement as a piohbcal as w ell as social neces- 
sitv 

Economic equalitv vs the uvastei iev to non violent independence 
A non-violent svstcin of government is clearh an impossibilitv so long as 
the wide gulf between the neb and the hungn millions persists The con- 
trast between the palaces of New Delhi and the miserable hovels of the 
poor laboring classes cannot last one dav m a free India in which the 
poor will em/iv th^ siima as tbA Tyrb/tsJL ’zs th/t teA ^ 

violent and bloodv revolubon is a certamtv one dav unless there is a \ol 
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untarj' abdication of nches and the powxr that riches gne and sharing 
them for the common good. 

Identifjing himself with India’s poor, he turned the thoughts of 
the nation to the needs of rural millions for whom life was "an 
eternal compulsory fast,” who “li\e because thej cannot die at will." 
He warned that if the \illagc penshes. India will perish too, and 
urged the rich, the cit\ people to go to the villages to come m 
‘Hiving touch" with tlie poor bv "working for them in their midst, 
sharing their sorrows, understanding their difficulties, anticipating 
their wants.” 

^Vhether the Bntish remain or not. it is our duh alnajs to wipe out 
unemplojinent, to bndge the gulf between nch and poor, to banish com- 
munal stnfe, to exorcise the demon of untouchability . . If crorcs 
[tens of millions] of people do not take a living interest in this nation- 
building work, freedom must remain a dream and unattainable either by 
violence or non-vioIencc 

To the big landlords, the princes, the other nch. he urged anew the 
ancient Hindu principle of trusteeship, in which wealth is considered 
held in trust to share with and serve the interests of the poor. 

Gandhi urged that the social reordering, the more equitable dis- 
Inbution of wealth, should come bv non violent means For to him 
"means are everv-thing, as tbc means to the end " Dcmocracv itself, 
W'here there will be equal freedom for all. can onh be tlic outcome 
of non-violence. "The spirit of dcmocracv cannot be imposed It 
has to come from within ” 

A new social order cannot be forced, that would be a remedv worse 
than the disease. I am an impatient reformer I am all for thorough going, 
radical social re-ordenng, but it must be an organic growth, not a violent 
supenmposition 

\\’hat IS needed is not cvtinction of landlords and capitalists but a 
transformation of the existing iclationsliip between them and the m.isscs 
into something healthier and purer In India a class war is not onlv 

not inevitable but it is avoidable if «c have understood the message of 
non-violence . 
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“What do we mean when we say ‘socialist pattern’ of life?”, asked 
the Prime Minister in laying the Second Plan before Parliament. 
“Surely we mean a society in which there is social cohesion without 
classes, equality of opportunity' and the possibility for e\eryone to 
have a good life.” * 

The Second Plan puts it precisely “The accent of the socialist 
pattern is on the attainment of positive goals, the raising of living 
standards; the enlargements of opportunities for all, the promotion 
of enterprise among the disadxantaged classes and the creation of 
a sense of partnership among all sections of the community. These 
positive goals provide the criteria for basic decisions.” ^ 

Gandhi’s other basic pnnciple— that economic advance must be 
accomplished by democratic non-violent means and peaceful change 
—is fundamental to all India's planning 

We have already seen that India’s first act as an independent na- 
tion was to base its Government on a liberal Constitution and on 
free democratic elections 

In planning its development, the democratic means which India 
as a parliamentary democraev has chosen arc three democratic per- 
suasion to bring about participation and cooperation of all, demo- 
cratic planning— involving all groups, from the village to the national 
Government— at all levels, and the use and strengthening of demo- 
cratic institutions to administer and speed development. 

Perhaps the clearest statement of what India means by “democratic 
persuasion” has been made bv the Prime Minister 

I beheve in our capacih in India in winn-ng over people rather 
than fighting them Wc can bnng about social changes and develop- 
menfs, under pressure nf events, bv the pressure of democraev and also bv 
the friendly democratic approach rather than the approach of tning to 
eliminate each other and the stronger parh winning * 

realize, of course, that the interests of vanoiis groups in the conn- 
trv- chsli. that there arc class conflicts fas] the interests of a landow-ncf 
are not the same as the interests of his tenant . U'c do not ignore 

'Mas 2-t. 19)6 

*Sfeond Fnc VciJr rian. p 

‘Pnme Minister to the National Development Counal. Jan 20, 19)6. 



it ... to Ignore it would be to ignore reality. But, nevertheless, we do 
not encourage class conflicts, as some people do, but try to resolve them, 
to lessen them. 

If \ested interests come m the way they have to be removed, but, m 
doing so, we shall pursue the fnendly cooperative way, because we mean 
ill to no one and because we realize that ultimately the good of the indi- 
vidual or the group can only come fully when the whole nation and our 
360 million people advance. 

Therefore, the test is always the good of the masses of out people. 
This combination of firm adherence to pnnciple and ob)ective, and yet a 
fnendly approach even to those who differ and whose interests clash with 
that objective is the way Gandhi)i taught us It is in keeping with the 
genius of India ^ 

Tins choice of democratic persuasion as a means of development 
has led India to create and strengthen organizations which can reach 
to and consist of the people themselves, to stimulate widespread 
democratic planning of and parbapation in development acbvities. 
A democratic system has been set up (it is described in Chapter V) 
for making each Plan a plan to represent the needs and aspirations 
of the people 

District and village governments are being strengthened both for 
planning and for administenng programs For the enormous task of 
raising village living standards and agncultural production, a na- 
tional extension service and a rural development program were 
launched whose basic approach is democratic persuasion of the peo- 
ple to adopt improved methods and participate m self-help 

Thus, adherence to the pnnciple of democracy for economic 
growth IS itself forcing formation of democratic institutions and an 
extensive democratic substructure to the Central Government 
India IS very conscious that time will be one of the most impor- 
tant influences on the way it develops as a democracy. To give eco- 
nomic content to democratic pohtical institutions, the speed with 
which changes are brought about is as important as their substance 
For India, as for other As^n nations, time is short It cannot af- 
ford a slow rate of progress Its problems are urgent not in the sense 
• Prune Minister to State Congress Committee Presidents, March 9, 1955 
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that the}’ can be quickly sohed but because thej’ arc deeja-seated, 
and need constant and prolonged attention. 

But even with the pressure for rapid development, for rapid im- 
provement of the Ih-ing standards of its people, India feels that 
continvity of effort and continuous and sustained grouih based on 
a balanced scheme of prionties is essential It has determined to 
avoid the error of proposing or seeking quick and spectacular 
achievements which would be followed bv depressions, severe jerks, 
breaks and social reversals 

India knows, however, that continuitv of action turns largely on 
the working of the political svstem, so that the crucial test of the 
democratic approach m India, as no doubt in other countries of 
southern Asia, lies in its abilih to sustain over many years, with the 
general support of the people, adequate development effort and 
stable policies for economic and social change 

It feels, therefore, that its )ob is not mcrclv to increase national 
production, or achieve social change, but to so develop the insti- 
tutions of democraev that political change can be harmonized with 
continuity of constructive effort, and that tlic foundations are laid 
on which the nation as a whole, and every part of it. can raise a 
strong, enduring structure 

For sustained continuous growth, peace is essential, as arc peace- 
ful fricndl) relations not onh with other Asian nations, but with 
the comity of nations India docs not seek development in isolation, 
it docs not wish to build up an all sufficient cconomv citlicr for 
peaceful or for militarv purposes India feels, moreover, that its own 
progress will in some mc.isiire benefit from the development of oflicr 
countries roundabout India 

Given India s stage of underdevelopment, its need to studv and 
draw upon the techniques and cvpcneivce of advanced countries its 
need to exchange both goods and services, it must seek, anti it 
wishes to seek, development as part of a peaceful and infcrclcpcndcnt 
world cconomv 

Remaining at peace with its neighbors and the world. India hopes 
that It wall be possible to devote the nations full efforts and re- 



sources to strengthening its economy, to setting in motion the forces 
of orderly continuous gro\'vth, and to meeting, as a democrabc gov- 
ernment, the rising demands of its people for social and economic 
ad\ancement. By doing so, as it piogtesses under democracy, India 
hopes it may, at the same time, contnbule to peace— the peace of 
Asia and perhaps of the world 

It is mth these considerations, these social concepts and these 
high hopes that India has approached her Second Fi\e Year Plan. 
The foundabons for many of them were alreadi there as India be- 
came an independent nabon Over the First Plan, these concepts 
greis, e\ol\ed and were, to a degree, crystallized bv the increasing 
evpenence and confidence, the firmer sense of direcbon that emerged 
as the First Plan progressed 

They are the product, therefore, of Indian experience, and of the 
interacbon of economic and social forces already aroused by de- 
selopment upon the cultural patterns and tradihons of the Indian 
people. '\\’hate\er thei ma\ owe to the thought and expenence of 
other nations, the final product is, as it must be m all nations which 
respect and find strength m then ov.n hentage, uniquely its own. 



CHAPTER IV 


The Eiglit Basic Decisions 


India calls the Second Plan its “grand straleg\ in Ihe war against 
posertj',” It has esen been desenbed as the most concentrated effort 
cser made by a parliamentar\ democtacs to achieve economic de- 
stlopment while advancing human freedom 
The Plan has specificalh four objectives Tlic size and importance 
of the Plan come from its attempt to achieve them all, all at the 
same time. 

The four objectives to be achieved bv 1961 arc 
!• A sizable (25 per cent) tncrcase in national income to raise the 
still depressed living standards, 

2. Rapid industnalization, especullv the development of basic in- 
dustries, 

3. A large expansion in emploMncnt opportunities, and 

•I- Reduction in incgua/ifics in income and wealth, and an increas- 
ing measure of economic and social justice for all groups 
39 



Behind these ohjecth-es Ke aght s^ificant decisions. The>' are 
based on India’s assessment of flie economic factors that will de- 
termine India’s gro\\th o\eT the ^eais and on the social principles 
which must guide all India’s der-elopment. These eight decisions are 
at the heart not onh o{ India’s approach to the Second Five Year Plan 
and to its planning m general, but of India’s mow of the nhole 
course of its future derelopment 

1 The Second Plan must be big— big enough and powerful enough 
to begin to lift the Indian economy across the “threshold" to a 
developed nation. 

The Plan is double the size of the First, measured h\ the proposed 
expenditures of the Goremment alone. Private enterprise b> itself 
IS expected to spend considerabh more than was spent m the First 
Plan hv Go^ einment for all purposes 
The Plan has set itself high— \er) high— targets for gams m pro- 
duction m food, in industT\. for adrance in incomes, in social 
semces 

India feels that a massne plan with high targets is not a matter 
of choice but of necessih The First Fixe Year Plan, while its gams 
v.'cre considerable, showed that modest effort cannot push the 
countn' forward far and fast enough. India must make a new effort- 
holder, more far-reaching— to mobilize to the utmost its people, its 
resources and its energies 

It feels it cannot attempt less, under the intensive pressures of 
hme, of a rapidh multiphing population, of nsing popular demands, 
or under the external political pressures for swift development. 

India inll. at all tunes, keep its planning flexible, sensitive to new 
needs, to new problems of financmg or administration, to new data 
and findings, to important social and economic changes Conscious 
that this Second Plan is but one of a senes of future Plans, India 
will constant]! keep it attuned to the needs of longterm planning, 
and ever reads to adjust to new assessments of India’s future growth 
Looking ahead, it is clear that the next few ^ears are the crucial 
vears. India must, in these rears, make the supreme effort to cross 
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Ihe “threshold” between an underdeveloped and a deseloped nation 
and give the economy the momentum to carrj’ itself forA\-ord. And 
India must in these years show that democracy can organize itself 
to mahe this effort, can successfully attack the problems of mass pov- 
erty and bring a backward nation and its people up to new levels of 
income and opportunitj’. 

Economic development in its early stages, and before the new 
plants begin production, will admittedly put a severe strain on the 
Indian economy. India has faced the fact that the Second Plan would 
demand efforts beyond efforts to mobilize the resources— the financial 
resources, the manpower, the skills, the administrative competence 
necessary to carry out the vast and complex programs of the Plan 
Yet India believes it is more important to organize to make 
these efforts and to meet this strain than to compromise the core of 
the Plan or to cut down its essential targets 
At this crucial period of its growth, India feels that the Plan must 
reach not to the lower but to the upper limit of India’s possibilities 
Here, a bold Plan in itself has essential advantages Its ven bold- 
ness can be a direct inducement to a larger effort, to more effective 
administrative measures, and can capture the imagination, enthusiasm 
and participation of the people not only to give their best efforts 
but to accept inconvenience or even sacrifice India is well aware 
that governments and their people do not— in some cases cannot— 
act as readily to solve problems which arc not urgent, as tlicy do and 
can under pressure of necessity' in a great and challenging national 
endeavor. 

Can so massive and bold a plan succeed^ TIic Prime Minister be- 
lieves that “in the final analvsis an) effort is an act of faith. [For 
us] that act of faith fundamcntalU is in the cjpacitv of the Indian 
people. All I can sav is that I have faith in the capacih of our peo- 
ple.” » 

If in the course of these five vears. wx achieve vvliat vve have laid 
down in our Second Five Year Pbn. it will be a great victon — one of the 
greatest that India has won And not onh will it be a victor)- but a 
* Pnme Minister to Parliament. Sept “ |Q'6 



prelude to other Mctories, because then we mil ha%e established our feet 
soundly and ss’e can march lien without relying too much on others. We 
mil ha\e crossed that dangerous bamet which separates an underde- 
leloped countri’ from a deielopmg country, and once ne ha\e done that, 
it mil be easier and faster going* 

2. India will develop first and above all its agriculture and its rural 

people. 

India is non, and in the foreseeable future will remain, a pre- 
dominantly agricultural nation 

The Indian Goiemment feels that m a nation where nearly three- 
fourths of the population work or depend on agriculture, the advance 
of the rural people is more clearly than any other the testing point 
of democratic development 

The more so, since m a nation of poverh' India’s rural people are 
those most impovenshed To bring water to parched Indian fields, 
schools and health clinics to some 300 million villagers, light and 
power to rural homes and industnes, new knowledge and nevv means 
of self advancement— It is such tasks as these that will demonstrate 
the new Government's capacitj to achieve progress for and with the 
Indian people 

As India dev'elops its industries, some shift from agnculture to in- 
dustiy and trade is planned and will take place. Yet for many decades, 
even generations, niial people, rotal soaety will chaiacteriae Indian 
culture and economy. 

^^^lat India hopes to evolve, certainly over the immediate future, 
as part of its whole effort of rural development, is a vital rural so- 
cietv’ which produces most of its own food and a valuable share of 
its other needs, and which, at the same bme, offers its people ncher 
opportunities for a more satisfying social, economic and cultural rural 
life 

To some degree such a rural societj' takes inspiration from Ma- 
hatma Gandhi’s ideal of village democracy and the development of 

‘ Prune Minister to All India Congress Committee, Indore, Jan 4, 1957 
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Milage people, but in new India it is concci\ed also as the essential 
economic and social foundation for 3 rural nation making the difficult 
and tiemendous jouinC)’ of de\elopmeiit. 

Perhaps India's greatest challenge is how rapidly and how well it 
can adrance its millions of backward impovenshed rural people, and, 
at the same time, secure by democratic means a sharp, stead) nse in 
agricultural production. 

Increased agricultural production is an urgent necessit)’. To support 
industrialization requires agricultural surpluses which can. on the one 
hand, pay for investment at home and for purchase of equipment 
abroad, and, on the other hand, feed the nation's people m nllage 
and city. 

India's choice indeed is either to increase farm production or face 
certain failure in carr}mg out the Plan in full In the final anahsis, 
agricultural production \m 11 determine Indus capacih to meet the 
demands and needs of national development As Gandhi said 
prophetically in 1916, India’s salvation lies m the villages, with the 
Indian farmer. 

The advancement of the rural people and the sharp stepping up 
of farm production have proved in other nations under rapid de- 
velopment the crucial test of socul policv and of social and political 
stability. 

The Indian Government has observed wnth particular interest the 
orpenence in eastern Europe Speaking in late 1956 to the National 
Development Council, the Prime Minister pointed to the significance 
to India of this CNpenence 

Recently we have known those developments which have taken pbee 
for some time in eastern Europe — Poland. Hungan etc ^t the 

hack of these political developments and conflicts there has been tre- 
niendous strain on tlicir cconomv Bv and large it w-as the lessening 
of agricultural production that affected them Thev were anxious to 
promote industrial growth and thev had to do it Tlicv did it esen 
*t the cost of agriculture, even at the cost of manv other uccessar. ar 
hclcs. . . . Their ccononi) suffered verv greativ and mon particularK 
agncullure suffered. Thev' actuallv did not even have enthusiasm for agn- 



culture because their atteuhoa was drawn into other things, and also too 
rapid changes in the pohtical set-tq) affected their agncultural structure. 
. In the world context die significance of the«e e\ents has been tre- 
mendous. and for the future we must draw the lesson from it ^ 

The Indian Goiemment feels Uiat, whatever the pressures for 
rapid results, its own solubon to assuring a substantial nse m farm 
production must have as its arm, above all, the welfare of the rural 
people India’s constant purpose is so to provide the rural people 
with the incenbves and the means of self-help and self-government 
that thev move constantlv forward, planmng and wording for their 
own development contributing then strength, producbon and demo- 
crabc vitahh to a nabon in swnft economic and social transibon. 

3 India ii-in daclop its industries— but mth a careful balancing of 
large and small mdustn. of the heay* industries basic fo eco- 
nomic growth, and the traditional small and hand industries es- 
sential fo employment end social stabditi 

The decision to develop India s industnes m a basic and balanced 
manner dates from well before the Second Plan It rests on the fact 
accepted in even advanced countn, that high levels of production 
are the source of wealth, of nsing mcomes. of higher emplovment 
and hvmg standards 

A rough scheme for free India’s mdustnal development was drawn 
up as earh as 1946 .\lthough the cnbcal food shortage made it neces- 
sarv for the First Plan to put highest pnontv upon agncultural pro- 
duebon. the Government's aggressive sbmulabon of mdustrv, m 
an effort to expand unemplovment and encourage more acbvitv 
among Indian enterprises, is one of the notable charactenshes of 
the latter part of the Fust Plan It is now considered that the First 
Plan should have included even more vigorous dev elopment of heaw 
industnes. pnncipallv steel 

The Second Plan puts a maior emphasis on the heaw and basic 
mdustnes, parbcularlv steel producbon and fabneabon of steel mto 
producer goods Expenditures bv the Government alone on large and 
’ The Pime Mm.rter to the National Dei'clopmcnt Council, Dec 8. 1956 
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medium industr)' (and on the facilities for industr)— mineral dc\'eIop- 
ment, transport, communications, and power) will exceed what wtis 
spent by the Government in the First Plan for all purposes 

Not only from the point of view of financial resources but of the 
effect on the economy, the programs for these industnes are the 
Plan’s hard core. The dynamism of the Plan, its abilit)’ to give the 
Indian economy the powerful push forward across the threshold of 
development, lies in its emphasis on these industries. 

India believes, moreover, that its owm stability, both internally and 
as a free, independent nation, depends on the degree to which it de- 
velops industries to produce for the nation and its people Reviewing 
the final draft of the Second Plan with the National Development 
Council, the Prime Minister emphasized “Without the grovv-th of 
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industries, there can be no real progress from the point of mcw of 
rsealth formation and emplo\Tnent, and e%'en from the point of siew 
of our countn being able to mamtain her freedom.” ' 

India’s goal is not industrial self-sufficiencs’. Industrialization is 
expected to bnng about an expandmg economs. producing and bu}- 
inf’ more and more of the world's goods in a constantl}’ growing 
foreign trade 

At the same time as India speeds the growth of heaiw mdustrs, it 
IS heenh aw are of the need to balance its industnal dei elopment It 
has made a clear decision that it will not force hean mdustnes at 
the expense of other parts of its econom\. not onh of its agn- 
culture but of its small scale and ullage mdustnes 

‘A\Tule we belies e that the industnal progress of India will depend 
and must depend on the growth of heau industn.' said the Pnme 
Minister recenth. 'we have alwavs to remember that unless we 
balance that with the growth of village industiv we will produce an 
unbalanced stmcture which ma\ crack and fall down 
'This balancing between agnculhire and heau mdustn and cot- 
tage industrv is 'peciallv important m a developing countn In a 
stabc economv some kind of balance has been achieved at the cost 
of povertv and stanation of the people but once a countn is de- 
veloping as we are developing, we have to take great care at ever}’ 
step ' - 

In making this decision. India has in mmd not onh its own eco- 
nomic and social needs and its own tradihons, but draws upon the 
expenence and lessons of other countnes. India considers it signiS- 
cant that in the highh developed United States, one-fourth of all 
production and employment is denied from a ugorous small in- 
dustn, and that m Asia, industrialized Japan counts upon small and 
cottage mdustiv for about two-thuds of its emplovment and more 
than half of its nafaonal production 

India has also observed with great interest the difficulbes and prob- 
lems faced in some of the East European countnes which now 

‘ Pnms Minister to the Nabonal Devdo^ment Gamidl, Delhi \lav Z 
* Pnoe Minister to the AD India Congress Committee. Indore, Jan 4. 1957 
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Hemselves recognize that their merstress on hcary industrj' has un- 
balanced their economies, and been a he;, factor in internal stresses 
and conflicts. 


"It is an extraordinary thing,” said the Pnme Minister, “how the 
wheel has turned a full circle. From this complete emphasis in these 
[East European] countries on heasx industrs. the\ suddenly found 
that while heavy industry- is necessary and important, they must 
have other bases for their economy-othenvise. difEculties arisc- 
and they have come back to what we have been saving in our own 
way all these many years, i.e. the development of village industry 
and handicrafts. That is a lesson for us ” ’ 

The balanced industrial structure that India hopes to evolve is 
of three parts or la}ers; the heavy basic industries which arc the 
necessar}’ underpinning for any developed economy, a vigorous small 
scale industry, advancing in modem techniques, complementing 
and in part supplying large industry, and a progressive rural industry 
producing largely for the villages and sustaining rural employment 
and social cohesion. 


Small-scale and hand industries now form a large and important 
part of India's economy and of its social and cultural life They 
contribute 10 per cent of India's total production, most of it m con 
snmer goods, and an amount equal m value to the production of 
ndias medium- and large-scale industries They employ 11 5 million 
persons, or 29 per cent of all people employed outside agriculture 
The so<alIed “small-scale” industnes, partly mechanized and 
rrsually located in or near the cities, arc among the important grow- 
rng points of the Indian economy, comparable to the small business 
0 the West. In India, as m far more advanced economies, they are, 
3nd can with development become even more, important training 
grounds for large industry, and constitute a strong sector of free 
'igorous enterprise providing opportunity, income and a productive 
role for an expanding middle class 
The majority of hand industries are in village areas, and are. and 
With development will become even more so, a major source of non- 
Pnme Minister to the All India Congress Connriftce, Indore, Jan 4 , 19>7 



agricultural income and employment outside the cities. For many of 
the village artisans they represent, moreover, a traditional way of life, 
and provide them with a socially and economically integrated role 
m village society. 

What India proposes is to stimulate both these types of indus- 
tries, so that they too, as the steel plants and other heavy industries 
come up, may grow in strength, efficiency and production. A con- 
certed, nation-wide system of industrial extension services and techni- 
cal assistance is proposed by the Second Plan which will encourage 
and help both village and small-scale industries to adopt modern 
tools and methods. This is of course essential to small business if it is 
to compete But it is equally essential to hand industries as well, to 
step up both production and quality. 

With the development programs proposed over the Plan, the 
small and hand mdustnes are expected to provide not only their 
present large share of employment, but half a million new full-time 
)obs m addition, and considerable part-time employment Their pro- 
duction is expected to rise by as much as 50 per cent, and to contribute 
a substantial share of the consumer goods required to meet the 
increase expected in demand as incomes and emploj’ment use 

The development of these industries, and especially of the village 
industries, can mean a more decentralized as well as a more balanced 
industrial economy It can slow down the flood of migration to the 
cities which today, as in Gandhi’s lime, is “draining the lifeblood of 
the vallages” and creating ever more senous problems of city con- 
gestion, unemployment and social unrest. 

To many who recall Mahatma Gandhi’s encouragement of hand 
spinning, India’s decision to foster liand industries is of some his- 
tone as well as economic interest. 

Observing how modern textile milk had thrown thousands of 
rural hand weavers out of work, Gandhi had the insight to under 
stand the dangers of industnalizahon and rapid introduction of 
labor saving machinery in India's rural economy with its high un 
emploYment “I would welcome every unprovement in. tb.e aitrajgi 
machine, but I know that it is ciuninal to displace hand labor . . 
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unless one is at the same time ready to give millions of farmers some 
other occupation in their homes.” For him, the encouragement of 
ullage crafts, which he symbolized by hand spinning, was a uay of 
giving the millions of village poor some means of employment, larger 
income, a gain in self-respect, a s'alued and productive part in village 
life. 

Thus today, e\’en as Gandhi foresaw, the fostering of small and 
hand industries is a necessary part of balanced industrial develop- 
ment, an essential aspect of balanced social, as of economic, growth, 
not only in this period of India’s transihon to a modem nation but, 
it may well be, for a long time into India’s future - — • 

4. India will increase living standards and consumption at the same 
time that it builds its industries. 


Any nation, democratic or otherwise, which seeks rapidlv to ex- 
pand its economy must, as we have seen, consume considerably less 
than it produces, and put the amount saved into power plants, in- 
dustries, railways, and other development Some nations appear to 
have gone too far in this direction in order to achieve spectacular 
growth. They have dramed off so large a portion of their income for 
industrial development that the people’s living standards were 
forced down, for years together, at great human and social cost 
India has no wish to force its development at such cost, nor as a 
democratic nation could it do so To India, where living standards 
arc already appallingly low, the very’ purpose of development and 
planning is to raise incomes and increase demand and living 
standards. Or, to cite again the Pnmc Minister, "Our mdustnaliza- 
tion has a predominantly social aim — to meet the pressure of wants 
of the great majority’ of our own people ” ‘ 

India considers development itself as a process of creating new 
and more demands and of finding wavs, by fuller use of resources, 
to meet them. Tlic chief justification for building heavy' goods in- 
dustries at all IS that it wall make possible later an expanded and 
more efEcient flow of consumer goods. 

‘ Prime MinisVei to the Canadian Pariiaincnt in 



For Indii then, there is no question of reducing consumption. 
The onh question is how fast it cnn mcrease 

The delicate choice for a democratic underdei eloped nation is 
SI hat proportion of its resources to put into consumer mdustiies, as 
acainst heaii mdustnes. raihrara, and the like, during this crifacal 
penod uhen resources are limi ted. Amsing at the nght balance is 
ertiemeh diScult Some measure of sacnSce is mentable if the 
rate of miestment m the economs is to be mcreased 

The compromise India hopes to achiese is to beep b\-mg standards 
and consumpbon mo\ing up. but to regulate the rcfe of increase, if 
necessan restncting or holdmg down consumption for short pe- 
nods 

In statistical terms, nhat the Second Plan proposes is a rue in 
production of consumer goods of about 21 per cent as against a 25 
per cent increase in national mcome, mth the difierence plowed into 
national development projects The Second Plan emphasizes that 
if forei|n and domestic resources are not available m the amount 
expected m the Plan, it will be necessan to restnct consumption 
more than this. 

The nnb of the problem is, of course, increasing all production 
rapidls, so that it is high enough to raise Imng standards on the 
one hand and at the same time have suSment income left to invest 
in development. 

5 India mUI take adiantage of ei-ery possible M'oy of growth con- 
sistent with democracy to develop the nation and its people. 

So readv-made soiubons, no tried and true rules enst for develop- 
ing a vast impoverished backward natton, under pressure, b\ demo- 
ciabc means. 

The methods by which the United States developed its nchlv 
endow ed, spanelv settled continent bv free enterprise, dunng a cen- 
tury or more; the wav-s bv which Bntain and the nabons of Europe 
earned through mdustnal levolubon and amved, m the twenbeth 
centun, at vanous modihcabons of socialism, the growth of Japan 
to a modem nabon — none of fliese expenences applv directlv or in 
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detail to Indian conditions, although they provide, of course, many 
lessons and examples of the problems of development. 

Similarly, the methods of growth adopted in the U S S R. and 
Eastern Europe — although some of their problems were similar to 
India’s-have only a limited interest for India’s social and demo- 
cratic development. 

India, therefore, must seek and find many of its own economic 
anssvers, its owm ways to solve by democratic means its vast and 
urgent problems of development. For India this is a great challenge. 
It must find its own answers to the problems of capital and labor, 
of developing a vast backward rural population, and, a matter of 
particular importance, it must find its own solutions to the relative 
role of the State and private enterprise in economic development 
In the light of the modem hislor)’ of developing nations, it is India's 
approaches to this latter point which have evoked considerable in* 
terest in the West and elsewhere 

There is without question in India a strong egalitarian sentiment, 
a belief, not unfamiliar m advanced democratic nations of the West, 
that a nation’s industries, its industrialists, its businessmen, as all 
parts of its economy, have a social, indeed moral, obligation to benefit 
society as a whole and create more equal opportunities for all In 
India this attitude m large part arose and became widespread bc- 
«use of India’s early unhappy association with exploitative colonial 
•ridustty; and because, with notable exceptions, capitalism in India, 
as in all pre-industrialized societies, for a long time had not pro- 
gressed enough to provide the wages, the goods, or social and eco- 
riomic benefits and relationships which charactenze the most cn- 
bghtened mid-tvventieth<entur) capitalism in the West 

For India, where there is so v’asl a gulf between the few rich and 
fbe millions of poor, this expcnence resulted m distrust of large con- 
centrations of wealth and economic power m the hands of the few 
As we have seen, Gandhi named this distrust as one of his major 
^rons for opposing industrialization For those few modem indus* 
Wes he felt essential, he advocated ownership or management as a 
trusteeship held in the interest of the people, so tliat industry might 



operate “under tbe most attractn’c and ideal conditions, not for 
profit but for the benefit of hnmamh.” 

These attitudes found some expression m the Indian Constitution 
■nhich provides that the State, m staving for social, economic and 
political lustice, “shall dnect its pohn to securing that the owner- 
ship and control of the material resooxces of the commumtv are so 
distributed as best to subserve flie common good"; and that “the 
operation of the economic sv’stem docs not result m the concentra- 
bon of w-ealth and the means of producbon to the common detn- 
menL" 

India IS convinced, however, that it cannot root its pohcies m rigid 
socialist dogmas or other doctrinaire theones, or apph foreign 
ideological approaches which were adopted bv other nabons m verr 
different condibons India must remam flexible and pragmabc m 
its economic structure, hold itself open to experiment reshape its 
pohcies from tune to tune in the light of expenence and the test of 
pracbcal condibons 

Replvmg to doctrinaire socialists who urged nafaonalizaboo of all 
Indian mdustnes. the Pnme Minister put the matter sucnnctlv “The 
whole philosopbv Ivmg behind this Plan is to tale advantage of everv* 
possible wav of growth, and not bv domg something which fits 
into some doctnnaire theorv. imagine we have grown because we 
have sabsfied some tertbool maxim of a hundred vean ago ” ^ 

\\'e are no longer plavmg about with words and phrases and with 
ideological approaches NatuiaDv there is alwavs some basic ideological 
approach to a problem, but the academic approach is not enough for us, 
b^use we deal with actual problems and trv to seel some solution, partlv 
of coune bv the ideological approach, but more so bv considenng the 
actual problems that we have and the experience that we have gained * 

\\ ith this pragmabc approach. India has made the basic decision 
to choose a “mixed economv” using all three wavs of economic de 

' Prime M.ms^ef to Parliament Ma\ 25 1936 

* Prune Minister to the National D«-dopa»ent Connal Mav 2, 1936 
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Aclopment which, in democratic nations, have pw’cd effective: (1) 
public enterprise, (2) priwte enterprise, and (3) m fields espccialh 
suited to it, ‘‘middk'n’ay” coojxnatne entcipnse 
TJic Indian Government mil assume predominant and direct re- 
sponsibility for setting up new heavy and machine-making industncs 
which are essential to an industrialized economv, and for develop- 
ment and expansion of the public utilities, power and transport fa- 
cilities needed to serve basic industries The dynamism of the Plan, 
its ability to push the economy forward, lies, as we have seen, m 
getting these industries into rapid production 
Setting up steel plants and other heavy industries will involve not 
only large investment, but enormous administrative and organiza 
tional problems For example, not hundreds but thousands of skilled 
workmen, mdustnal engineers and technicians have to be trained 
abroad, not m the future but tmmcdiatelv In some cases, for new 
steel and manufacturing plants, whole new cities and transport facili- 
ties must be buiU 

Surplus private capital for such hcaw investment is not available, 
nor is Indian industry sufBcicnlU developed to have surplus techni- 
cal and managerial staff to organize and to administer so vast and 
rapid an expansion program 

It is inconceivable, for instance, and without precedent cvm in 
the most nch and advanced nations, that steel capacitv* could be 
tnpkd m five years, as the Second Plan proposes, by private manii 
facturcis alone 

Tlic Government sees parallels in its action to the experience of 
Sweden, France and the United Kingdom, where various basic indus 
tries arc owned and managed bv the State The Government, more- 
ovrr, feels that the urgency of development has put the nation on 
'a war footing" similar to those periods of national emergency in 
which other democratic nations hav'c given their Governments spe- 
cial powers. 

At the same time as public enterpnse is developed, India has taken 
the nu|or decision that it will place a continued hcavr reliance on 



pm’ate enterprise in major indnsti}’ and throughout the econom). 
This decision contrasts, of course with that of doctrinaire socialists, 
or of totalitarian countries. 

Pnsnte enterprise now produces and niU be expected to produce 
over the Second Plan penod the im|or portion, about 90 per cent, of 
India’s national output, at the same tune as Goiemment increases 
its imostmenl in basic industn The Indian Goserament is keenly 
ass-are that the increased production proposed oser the Second Plan 
penod depends on the deielopment and mtensise actmt} of pm-ate 
enterpnse, and that the Plan as a whole can go through onh if 
there is simultaneous and balanced dcielopment by both public 
and pmate industry. 

It is India’s \aeiv that private enterpnse must ha\-e as much free- 
dom as possible to de\ elop. providing alwavs that its dev elopment is 
consistent with the targets and objectives of the Plan The deliberate 
pohcv of the Government is to stimulate pnvate enterprise and 
channel it into constructive nabon building industries, and open 
more and more opportunities for development bv pnvate capital, 
both Indian and foreign The Government has already been of 
considerable assistance to kev pnvate industries m secunng domestic 
and foreign capital for expansion, and negotiabng for technical as- 
sistance from foreign firms and governments to help Indian indus- 
tnes modernize and expand 

Big industry is of coune onK one area where the Government 
relics on pnvate enterprise. The Government is deliberately stepping 
up its program for strengthening small industry which is nearlv all 
pnvatelv owned and mn, and inlensifving its development program 
for agnculture, which is wholh in pnvate hands 

TTie broad relafaonship which India conceives between public and 
pnvate industrs was set forth in the important Industnal Pohcv Reso- 
lution,* issued m April 1956, just before submission of the Second 
Pbn to Parliament. In general, the Government feels that at the 
present stage of India’s development the field for mdustnalization is 
so vast— and “occupied by nobody” — that both the pnvafe sector and 

* See Section on Industnal Devdopment, and i\ppendn 



ALTON/OfilLC \SSEM6L1 lodus and ioiei|D manufacturers 
coibbonte in India $ infant automobile tndustn Tbe industn e^ 
pects to double production be ]%1 and use more domestic made 
parts Vboie Itindustan Motors Ltd . tn Calcutta 


MORLDS LlRCFST EtRTII DLM. at Hirakud in Onssa nas eo 
m Januan 199' Part of a east mulbpurpose poner. imgabon and flood 
ssstcm. Hirakud serses tbe potenballi great mdustnal area in Eastern 1 
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public sector can and should advance to the tash together. Tlic}* 
should function “in unison," as “parts of a single mechanism.** 

Gov-ernment planning for India's future over the next fi\c. ten and 
hient}’ jears has also gnen Indian industr)’ nesv confidence and 
assurance of the nation’s future needs and markets, and of supplies 
of raw materials and transport This assurance in India’s expanding 
future has proved perhaps the most important single stimulus to 
prirate capital to seek long-term imestment in nation-building in- 
dustrj’. The considerable enlargement bs Government of baste util- 
ities and enterprises m the Second Plan is indeed, m the \nc\% of the 
Indian and foreign economists, necessarv to the \ngoious grouth of 
private enterprise. 

India is aware that a forced rate of economic dcielopmcnt. and 
especially rapid industrialization, raise, for India, the problem of con- 
centration of economic power, of decision making and authonts m 
the hands of both private induslrx and the State India’s traditional 
distrust of centralized power, so strongh expressed bv Gandhi, has 
been reinforced by watching the consequences of concentrated State 
power in totalitarian nations. 

‘The whole problem of modem civilization is that all this in- 
dustrialization leads to a concentration of power," the Pnme Minister 
told the National Dcvclopmenl Council “How to reconcile this in- 
ciitable concentration of power, this inevitable centralization, with 
individual freedom, is the problem of modern civilization . . But 

I do think India, situated as she is, has a chance of developing, on 
her own lines, a relatively high standard of living without getting into 
ill the difficulties and dangers which this mad race for economic or 
other power has brought about ’’ * 

India hopes to offset ovcrcentralized admmivtratne power bv de- 
liberately broadening the democratic base of planning and bv 
strengthening village and District government, as discussed in follow- 
ing chapters. 

India has also proposed to stimulate development of a tlnid sector 

‘rnme NJmistet’s address W the Standing Committee. Natic-nat Devetopmerr 
Jan. 7, 1956. 



to balance the poorer of pnblie and pm-ate enterprise. India hopes to 
Snd. as has Ssseden, this ■‘middle wav" through a cooperatn'e sector. 

Looidnz at the \nst numbers of small and cottage mdustries, and 
of small hndholders, that are m no was to come under State con- 
troh India feels that the'e croups must deselop the strength to act 
as a counter\anmg pKKver, to the Slate oa the one hand and to large 
pnsate industrv on the other Since these small far m er s and artisaiis 
do not mdmdualh- ba\-e strength or capital, India feels that for 
them to join in economic and social cooperati\-e societies is essential 
as a wav to help the httle man hold his own and gam strength and 
opportunih 

India bshei.'es that particularlv in the rural areas, cooperatise ac- 
tion lilce s-Qlage self-goiemment is a suluable means of achieving 
social cohesion in a penod of rapid social change. \ si^cm of co- 
operahve comranrntv organization, which touches oa aD aspects of 
village life, helps the weaker groups, which develops services and 
■benefits for the commumtv as a whole, is. India feels, essential to 
sustain India’s rural milhons, and to bring them the benefits and 
eipenence of democracv 

\^Tiat is visualized is democratic vxtlontarilv organized coopera- 
tive to embrace much of agnculture. rural trade and village and 
small industnes, and even eventual^ medium mdustnes as well for 
production, maiketmg and supplr. cooperative land managonent b\ 
local village councils, and coopembve farms, and cooperahve en- 
deavor bv village people to plan and carrv on local development ac- 
tivities. 

India recognizes that its hopes of such ertensne cooperativ e acticm 
can be fulfil’sd onh with skilled organizahon education and leader 
ship. To use the energies and skills of the rural unemploved and 
landless laborers, to make agnculture eScient m spite of tinv fraa- 
mented farms, to pool efiorts and capital of milhons of small farmers 
and craftsmen — theve pressing needs give India the stimulus to seek 
new imaginative solutions for organizing veluntarv' demociabc co- 
operahv e action 

India IS aware that it remains to be seen how a mixed economy 
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w'th the balance strongly tilted in favor of Government and co- 
operathc enterprise will function. Can it, taVing all aspects together, 
provide a high enough rate of capital formation, and call forth the 
degree of effort associated with a system based on profit? Can it en- 
sure a large enough increase m national production to eliminate the 
specter of povert}’ and unemplojanent? 

It hnows that before these questions can be ans\vcrcd, more ex- 
perience in organizing public enterpnses and in worl.ing with co- 
operatnes is needed, and that all its proposals must submit to "the 
test of practical achiexement.” 

In the final analysis what is clear is that India today is in an 
ideological ferment in which all methods of grossih consistent with 
the dcmocTdtic process arc being examined, and as far as possible ap 
plied expcnmcntally India sees no conflict between its devotion to 
dctnoctacy, and the achie\cmcnt of its obicctncs of economic de- 
velopment As long as welfare and prosperity are sought through free- 
dom, social institutions and forms of economic organization will be, 
in the mam, responsive to the needs of the communttv and will pre- 
serve the permanent values 

6. India will seek the development of all grovps and classes among 
its people, and of all regions of the nation, so that there may be 
a gromng equality of income and opportunity 
Tlic rise in national income expected over the Second Plan 
poses for India, as for anv countn. the question of who benefits bv 
the rise In the past, in mans countries, economic development lus 
been accompanied bv increasing inequalities in income, wealth and 
opportiinitv A rclativciv small class of the people— businessmen, m 
ilustrialists. large property holders— lias fended to benefit first and 
benefit most as the economy developed, wliile to ollici groups, ad 
vancement. opportiinitv and cmplovmciit came onlv indirccflv .ind 
far more slnwh Sometimes, as well, a few regions in each countn. 
favored bv natural resources harbors and transport, have advanced 
rapidU, while others liavc lasgcd behind 

In India, as we have seen, the gap dmdiiig the pmalcgcd and the 



long-backward groups, sbaimg in the nabon’s progress. For a time, 
regions already ad^■anced will to be sure, go ahead faster, since 
thar alreach' de\'eloped natural resources, and facilibes of transport 
and power, make possible quickest returns in production and era* 
plovment But, for example, the nen Bhilai steel plant rising among 
the pnmib^e tillages of Madhi-a Pradesh, the Hirakud Ri\er \^alle}’ 
project m the tribal forests of Onssa, the ness- imgahon canals to 
the Rajasthan desert the rural deselopment program spreading 
across the nabon— these and similar Plan programs begin to 
brmg not one region but all India's 5S4 million people forward. 

7. India yi'iU at every step of its progress tzssocwfe the people m the 
villages and districts with planning and development, so that their 
imtiatne, energies and cooperation are awakened and assured, 
and may sene as the constrvcttve and creatiye instrument of de- 
^elopment itself 

The mihab\e, skills, the democrabc \itaht\ and aspirabons of the 
Indian people are the nabon ‘s greatest resource, its greatest potential 
sbength To deselop this \ast resource ts India's highest challenge 
and ohligabon. 

The tremendous task of earning 5S4 million people forward can- 
not succeed— cannot esen be done— unless it has the wholehearted 
cooperabon of the people themsehes, and unless thev themsehes 
help to achie\e their own aspirations 

India belieies that if the people are awakened, if thes’ are helped 
to de^elop their own leaders, to form the Milage and Distnct coun- 
cils, the Miluntan democrabc organizabons through which the\ can 
work, the\ can be a tremendous force, the means itself, for securmg 
their own adNancement 

Some countnes under deielopmeut ha\e chosen another path, 
putting their stress on building o^nizabons that would fit into a 
scheme of centralized plannmg. a centralized State apparatus, whose 
pnmar} puipose is to fulfill gi\en ph\sical targets and pronde sur- 
pluses needed b) the economy India has been interested to obsenc 
that these countnes are now mak ing some changes m their cen- 
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tralized s\stems as thc}‘ ha\ e confronted social conditions and game 
fresh experience. 

India belies cs that its people should be free to shape their o\\ 
\v2y of life and Inelihood. to dispose as then- snll of their omi crop 
or of the goods thes- produce, and be frcch able to take adsantage o 
each new opportunih- for gion-th \s the nation moves fonvard, the 
essential thing. India feels, is to make freedom secure and broad- 
based, to bring the people into close association with their Govern- 
ment and cspeciany wth the working out of its national plans far 
development. 

In framing the Plan itself, in earning out the development pro- 
grams in ever)- State, District and village, and above all, perhaps, in 
the development of the rural picoplc. India relies upon, and will 
strengthen the initiative and energies and leadership of its people 
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As the newly appointed State De\'elopment Commissioners met 
for the first time in 1952, the Prune Minister expressed this \aew 
which underlies all India’s efforts 

ObMOuslv it IS necessary to plan, to direct, to organize and to coordi- 
nate, but it IS e\en more necessan to create conditions where spontaneous 
growth from below is possible and can take place 

It IS not good enough often to sit m our offices and decide e\er\'thing 
according to what we consider is the good of the people I think the 
people themsehes should be gi\en the opportunih to think about it and 
thus thes will affect our thinking as we affect their thinLng In this way, 
something much more integrated and Imng is produced, something in 
which there is a sense of intimate partnership' — intimate partnership not 
in the doing of the job, but in the making of the )ob, in the thinking of 
the job 

Awakening a long-oppressed people, creating a new, sigorous, 
productive democratic societv out of a generation of people who 
have never been permitted to practice democraev, out of a social 
order that is one of the most deeplv stratified in the world, mav 
have no precedent in histor)’ on the scale that India is attempting 
India realizes that to make its efforts successful will take new so- 
cial attitudes, new understanding of voluntary leadenhip, of group 
djTiamics, of social organization not onlv on the part of the people 
themselves, but on the part of those who must help awaken and 
guide the participation of the millions in cth, town and village 
But India realizes as well that the partnership of the people in its 
great national endeavor determines, to a far greater degree than 
may be realized, the hopes of achiev’ing both economic progress and 
social and political freedom. 

8. Inditi vrti!, in all its /ibrns tmd policies, set as its highest single 
purpose the development of the individual, and hzs advancement 
in human freedom. 

Each development program of the Second Plan, in provading edu- 
cation, higher income and emplojuient, better standards of health 
and housing, in improving rural life and the means of self-help, in 



TIIE Eicirr DWIC DECISION'S 


6 


sticngthcning sclf-gON eminent, has as its final focus the wcUaic and 
gio\%-th of the indis-idual, the ennehment of the human spirit. 

Tlic Prime Minister has put India’s purpose in the following 
words: 

It is not enough for us mcrch to produce the matcnal goods of the 
world. want to produce the matcrul goods of the wnrld and to hare 
a high standard of hung, but not jl the expense of the spint of man. 
not at the expense of his creatne cnerg\. not at the expense of all those 
fine things of life which ha\e ennobled man throughout the ages 

We haic dcfinitch accepted the dcmocnihc process because we 
tliinl that in the final anahsis it promotes the growth of human beings 
and of socict). because, as we base said m the preamble to our Constitu- 
tion, we attach great \3U1c to indwidual freedom, because in the final 
analjsis we want the creatne and adicnturous <pint of nun to grow ' 

Mahatma Gandlii bcliacd that “the indnidual is tlic one supreme 
consideration” In all its planning, its means of dcsclopmcnt no 
less than its ends, India intends that this consideration will remain 
supteme. 

Together these eight decisions form the underpinning of the Sec- 
ond Plan’s aims, principles and methods, and of the planning for 
India's future Thc\ are India's own decisions Thes represent m 
some instances a marriage of imported knowledge with domestic 
ncccssit), others rise wlioih from the Indian conditions and tradi- 
tions. 

^^^latc^er their source, their character is shaped bs India’s needs, 
and the test of Indian principles If some arc pragmatic, or com- 
promises unfamiliar to the West, India feels that for a nation m 
resolution, solutions as well as problems conform to no ortliodox 
pattern. Tlic only consistency lies in pnnciplcs and ob[Ccti\cs- to 
bring the Indian people fom-ard to greater social and economic op- 
poitiinitics, and to secure social |usticc bs peaceful democratic 
means. 
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and ihV-taking in pioductive enteiprises; awakening a backwaid niia 
society. 

None o{ these things can be done, unless thej’ ere done, by posi 
the action. Simply permitting these things to happen cannot be 
expected to produce them in any short penod, although it may o\ct 
a long period, as in the one hundred years or more taken by most 
Western countries to deselop Industries, banks, universities, the 
fanning commiinitv, which have long been static, cannot be expected 
suddenly to come to life, to adopt nav methods and reforms (many 
of them costly and difficult to learn) rapidlv and on a large enough 
scale. 

A Government must have and use the power to plan the basic pro- 
grams and reforms necessary, to stimulate and influence economic 
activity directly. The Government’s administrative competence, its 
funds, its leadership, its coordination of all factors that make for 
growth, are the key to anv major development effort Growth is not 
likely to take place in spite of government, or under a poor or re- 
strictive government 

Planning is not new to India For ncarlv two decades before Indc 
pcndcncc, a senes of plans, under the British Government, the 
Indian Congress Paitv and other sponsors, attempted to work out 
some solutions to India’s overwhelming problems Drawing up an 
India program for the siwcai Colombo Plan was one of the fint 
tasks of India’s Planning Commission in I9>0 Tlic Fust and Second 
Plans arc in part built upon these earlier plans 

For India, indeed, planning has long been considered a necessary 
function of government As India sees the planning and development 
problems of other new countnes. it feels fortunate that it had so 
much early preparation for planning, that the people so widely ac- 
cept it, and that tlicrc is a continuitv of approach, commonlv under- 
stood and agreed upon bv the people and their leaden m govern- 
Tnent, to planning needs and methods 



The Planning Commission 

India set up its Planning Commission only a few weeks after it 
adopted its Constitution as an mdependent republic, m January 
1950. This Commission in 1952 produced the final draft of the First 
Fne Year Plan and m 1956 the Second Plan. 

The Planning Commission w’as gi\en, for guidance, the Directive 
Principles of the Indian Constitution— to promote the welfare of 
the people by secunng social, economic and political justice. To 
inn these objectives, the Commission’s task is to assess the nation’s 
resources, draw up a plan to use them inth proper prionbes and allo- 
cation, determine the conditions, machinery and adjustments needed 
to make the plan succeed, appraise the progress of the plan from 
tune to time and make any recommendations necessary to facilitate 
It. 

The Planning Commission’s chairman is the Pnme Minister of 
India. Among its seien members are three Cabinet Ministers, includ* 
ing the Finance Minister and the Minister for Planning, three other 
full-time members, and a Deputy Chairman There are few other 
countries in which the Pnme Minister himself chairs the planning 
body, and where members include Ministers with key responsibilities 
in the national Go\ eminent The Planning Commission’s close links 
ivith the Finance Ministry * and with the Cabinet Secretanat have 
been of the greatest importance m assessing the financial requirements 
of the Plan. 

The Commission’s technical and economic staff, of about 250, is 
divided into sections dealing with each major part of national de- 
velopment— agnculture, health, industry, education, scientific and 
technical manpower, land reform, international trade and develop- 
ment, and othen These sections work closely wath the relevant 
Ministries at the Center and in the States to review needs, programs 
and progress. 

In drafhng the nahonal Plan, the Planning Commission acts 
pnmanly to establish national pnonties, to balance the needs of dif- 

‘ Id India the Finance Mintstiy has a budgeting as well as a treasui) function. 
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fcrcnt parts of the economy, to recommend the size and broad dire 
tions of the acthitics to be taken up in each field, and to rcconcil 
the claims of the snnoiis Ministries m the Central and State Gov 
ernments, the consumer needs of the people and the imestmen 
needs of the economy, the needs of today and the needs of th 
future. In doing so, it is the Commission's job to seek as mud 
guidance as possible from olhci agencies of goscrnmenl, from piivat 
enterprise, and from informed persons outside gosemment, so that 
basic decisions and policies, and the final Plan itself, represent the 
nation’s best colicctnc [udgment and wisdom 

In estimating the nation’s resources, the Planning Commission’s 
function, perhaps more than that of am other persons or agencies of 
the Indian Government, is to foresee not mcrcH the country’s physi- 
cal resources— so much coal or transport or steel— but also to estimate 
how fat the people themsehes can progicss and contribute, so that 
the final Plan may teach not to the least but to the highest capacities 
of a people joining m a great national endeavor 

Specific development programs for inclusion m the Plan come 
largely from the States and Central Governments, not the Planning 
Commission; although the Commission, wath its view of the nation’s 
over all needs, may suggest and help develop programs of national im- 
portance that should be adopted AH ma|OT new programs and policies 
evolved by the Central and State Ministries, bevond those already in 
the agreed upon Plan, arc gcncraJIv discussed vv ith the Planning Com- 
mission 

Unhlc many other countries, India must cam out its planning 
with and through a federal svstem in which flic States arc important 
units in their owm right In planning both methods and aims, the 
State structure is respected State plans account for nearly half the 
national planning budget, and it is these State plans and programs 
which most dircctlv anil immediately affect llic millions of people in 
tens of thousands of villages 

Once formulated, the draft Plan is submitted to the National 
Development Council, composed of the Chief Ministers of all States, 
plus members of the Planning Commission, and the Prync Minister 



as Chainnan. The Councfl, ^bich is tafang an e\er more significant 
role m national planning, wns fonned m 1952 specifically to re\iei\' 
the working of the Plan, to consider important questions of national, 
social and economic pohcy, and to strengthen and mobilize the effort 
and resources of the nation m support of the Plan. Both the draft 
Plan and the final Plan are subject to resaew and change bs the 
Council. 

In the course of shaping the Plan, the Commission consults rep- 
resentabi-es of difierent groups m Parliament. At important stages, 
proposals are considered b\ the Cabmet, as b% the Nabonal De- 
\elopment Council Once the final Plan is approied bi the Cabinet 
and Council, it is signed b\ the Planning Commission, and pre- 
sented to Parliament, ^^^len approved bv Parliament it becomes an 
operating document for both the Central Government and the 
States. 

The Planning Commission functions are advasorv Administration 
of all programs is m the hands of the States and the Central Govern- 
ment The Planning Commission has, however, advisers on program 
admmistrabon who tour the States, and conbnuallv assess progress and 
recommend anv special action required to move the programs ahead 
It also conducts information activibes. to acquaint the people with 
the Plan and to stimulate public parbcipabon 

Dr-viting the Secovd Fivx Ye-vk Plan 

At everv stage the Planning Commission and the Central and State 
Governments dehberatelv and constantiv seek to involve the Indian 
people m the planning of their own advancement. 

The manner m which the Second Five Year Plan was prepared and 
presented illustrates methods of planmng m a democracvi 

Early in 1954 the Planning Commission asked the States to arrange 
that Disbicts and villages prepare plans for the Second Plan penod 
(1936-61). especiallv in relabon to local agncultural production, 
mral industries and coopeiabon In general, this was done at the 
\il\age by couucvb, of wllage leidera mtetsug ’Mtb then proiett 
officers or District officiab to decide the village's need of schools. 



now INDIA PUNS 


6 


culverts, minor irrigation aaoiIcs; at the District level, by District 
officials deciding on needed roads, bridges. District hospitals. 

Tlicsc plans formed some basis for the draft plans presented by 
State Gosemments to the Planning Commission. Though the total 
contnbution to the national Plan mav have been limited, the %cry 
process was an opportunity, perhaps unique on such a scale, for 
“grass-roots” participation m national planning. 

During the same period the Planning Commission was drawing 
upon the analyses, proposals and CKpcncncc not onh of the \anous 
Central Ministries, but of the Central Statistical Organization {a 
Government bods set up in 1951) and of the Indian Statistical 
Institute (a prhatc independent organization), upon prchminan- 
plans of the States and the Central Ministncs, and upon the viovs 
of a considerable group of independent economists and technical ex- 
perts, both Indian and foreign 

As a result of these mutual consultations, a rough outline of the 
framework of the Plan, as issued m March 1955, a;id a set of “work- 
ing papers" were prepared. Their stated purpose was not to present a 
set of targets but the broad order of magnitudes luxobcd— and 
thereby to start the process which would end in tlie formulation of 
the Plan. 

The public was asked to studs and comment upon these papers, 
and lhc\’ were submitted to the panel of economists, outside the Go\- 
emment, for criticism Tlic Prime Minister, m submitting them to 
the National Dcsclopmcnt Council for roicw, said he attached “llic 
greatest importance from now onwards to the public being associated 
With the Plan. Tins, I think, is the essence of what we call tlic peo- 
ple’s Plan.” 

Tlie press, members of political parties, business groups, niduiclual 
economists, discussion forums, and simpK private mduidiuh re 
sponded in full to tins insitalion, and the volume of public interest 
and {fee comment on the proposed Plan has few parallels elsewhere 

Specific plans from the States, setting forth Stale needs, proposals 
and probable resources, came to the Planning Commission in July of 
1955 and until October were discussed, coordinated and reconciled 



Ts-ith national proposals, objectives and resources, in dav-to-dav con- 
sultabons bebveen State and Central Government officers and their 
counterparts m the Planning Commission. Discussions also tool: place 
between the Planning Commission and the Chief Mmisters of the 
various States, vvath their colleagues. 

The Plans of the several Central Ministries were similarly pre- 
sented and discussed These State and Central Ministrv’ proposals are 
in general well prepared and presented Since some of them called for 
tvvo to three tunes more resources than were actuallv available, one 
of the chief tashs of the Plannmg Commission was to negotiate an 
acceptable balance, keeping national pnonhes and resources m view. 

In earh 1956 a draft memorandum was considered bv the National 
Development Council, and hnallv a draft outlme embodving the 
result of all these discussions and negohations was made public. A 
fresh round of comment was muted from economists. Indian and 
foreign, from political parties, the press and the public, from a com- 
mittee of Parliament members, a considerable number of foreign 
analysts, and finalh from a full meeting of the National Development 
Council m late fanuan. 

The final Plan, approved bv the Council in earlv Mav, was laid 
before Parliament on Mav 15 Parliamentan discussion on the Plan 
lasted over a penod of several weeks and ended m the then erpected 
ratification .Arming “the common determination of the nation,” 
Parliament called upon ‘ all citizens of India to work wholeheartedh 
for the full and timelv realizabon of the Plan’s targets and aims ” 

While this process of democrabc planning is unique in historv, 
its result has been precisch what India hoped — that the Plan now 
accepted and m motion is not one imposed bv a Central Gov emment, 
but a matter of widest public parbcipahon and over-all agreement 

Annu VI, cm Perspecttvx Planning 

The Planning Commission does not consider plannmg as a once-for- 
all exercise ev erv fiv e vears The Second Plan is to be kept flexible, and 
reprded as a broad framework for a senes of annual Plans 

Under its Fust Plan, India did not prepare as such separate v early 
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Plans. Annual Plans now, lioneser, mil make possible more rapid 
adjustmenls to economic and financial trends, to increases (or de- 
creases) in agriculture and mdustnal production, to mflationan- 
pressures or to food and other shortages, or shortage of foreign ex- 
change, to new research and slafastics that throw ncii light on old 
problems, to neiv technological dcsclopmcnts Continuing and 
healthy assessment of progress mil help reveal vrhat new means or 
incenthes or leadership mav be necessaw to osercome weak or lag- 
ging spots in the total program 

To its annual and five-scar planning periods. India is now adding 
“perspecthe planning” In a counfrs just beginning dcsclopmcnt, 
especially heasy-industrs deselopment. planning must be kesed to 
goalsovera ten- to twents-searpenod Ilcasx capital investment bears 
fruit only later on. Dig irrigation and power projects or new steel 
plants require up to four sears or more to come mto full production. 

The Commission must plan ahead for demands for certain goods 
and services that might arise as development proceeds— for steel, 
fertilizer and cement, or transport, natural resources, consumer goods. 
The Commission is now doing perspective planning for the next 
fifteen to twentv }can for irrigation, for heavv mdustrv for transport, 
for manpower needs, for the potential production and demand of 
agriculture. 

Regional planning is just beginning Sunevs have been launched 
to see how the now unequalh developed regions of India mav be 
brought into fairer balance, and integrated development within 
re^ons achieved. 

STRi:.vcTin:.vixc Pi.\nni>c Mvciiinery 

Over India’s First Five Year Plan, the nation and the people gmv 
considerably in their understanding of the problems and needs of 
planning, far more aware of how it affects then lives and future, and 
of how thev- can contribute to it State Governments and Ministries 
have developed greater skill in the techniques of planning, and arc 
now far better organized to plan with assurance and acciiracv. 

As confidence has grown, the Pbnning Commission lus, at the 



sani“ tma. eiven coasideiaVe thonAt to the fact that iTie\atablv 
planning places poi^-er m the hands of the planners, of tho'e ■who 
mate the decisions which are the essence of planning It realizes 
that if costh mistahes are to be avoided and the democratic process 


strenrthened. planning madnnerv needs both direction and appio- 
pnats checls and balances, a steadv improiement of research and 
mformation on nhich obiectrve decisions mar be ba^ed. a constant 


weighting of economic decisions with human and social ludgment. 


and a constant hroadeninn of the democratic base of planmng. 

The Commission is. therefore. «:tren 2 thenmg planning machinerv 


at all le^■els The Commission itself is tatang steps to see that de 
lelopment of all parts of the economv. parbcnlarh the growth of 
industn transport and power taken together, and the growth of in- 
diistn and arncnlture can be coordinated haimonionsh Pnonbes 


and allocabon of resources. inclod:a| raw matenals. poner. foreign 
echange and manporver are under constant renew The dmsions 
on perspecbie and recionaJ plannmg and on saentiSc and technical 
manpCTRer were added in the fall of 1956. as were new units for in- 
temaboaal trade and dei-elopment and stabsbcs and sunw 
Planning units si ere set up m most States duimg the Fust Plan 
penod. These nnits plan largelv through coordinabon with the s-an- 
ons State Departments— ^gncultu:^ Imgahon and Power, Indus- 
tries, Educabon. Health, and so on 


Ch-cr the Second Plan the planmng pb in the States wiH become 
larger and more and more complex It will mclude measunng State 
needs for manpcmei and tiammg finances, raw matenals. tran'pbrt; 
gathering data on emp]o\Tnent and pnces* on small savings cam- 
paigns. on land refonns. and the liLe The Planning Commission, 
therefore, has urged that State planning units be expanded and 
strengthened, and closer bes worked ont with their State s economic 
and statisbcal stafis It has also urged that the units more frequentlv 
consult with non-omcial State leaden such as the State's representa- 
fa\es in Parliament and others This would parallel on the State level 
what the Fiannmg Commission is now domg in the Central Govern- 
ment, m worhmg frequentlv with especialh designated consultabve 
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committees of Parliament members, as with other public and non- 
official leaders. 

Under a newsj’stem, effective January' 1957. Planning Commission 
adsisers worV with the States on yearly planning of development 
programs, and discuss State needs in relation to national needs before 
rather than after each State draw's up its annual budget. 

At the District and village level the Commission has, as \vc have 
seen, urged much greater emphasis on District planning, and on 
planning by village panchayats and development councils, with the 
active inclusion of local non-official leaders. 

Planning for and with the private sector has been one of the dif- 
ficult and weah spots revealed bs the experience of the First Five 
Year Plan. ^Vhen formulating the First Plan all that the Government 
attempted to do in regard to private industrv was to male an estimate 
of what each industry was Iilelv to do or could be expected to do 

As a means for planning for the pnvate sector, it was decided that 
Development Councils be set up for individual industries, composed 
of people representing the interests of industrv. labor, technicians, 
and so on. Tlielc Councils were to taVe rcsponsibilitv for the planning 
and development of cacli industry and for keeping in close touch 
with progress m their industries. TTic Councils have not taken the 
shape contemplated The Commission believes that more effective 
"ays and means to plan with the private sector must be found. 

Rese-vrcii and Evaluvtiov 

Over the Second Plan, a strong effort is being made to get more basic 
economic research done, and to collect statistical data ncccssarv to 
give essential economic underpinning and conviction to some of the 
Plan’s underlying assumptions, and to assess progress more sharply. 

India has advanced grcatlv m economic and social research since 
the First Plan was drafted, and research and anahtical dab arc now 
playing an increasing part in framing policies Ibc Planning Com- 
mission through Its Research Programmes Committee, established 
in 1955, now finances and oversees an extensive body of icscaTch in 
private universities; more of the Minislncs arc adding research per- 
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On all phases of the Flan, the Indian Gm-emmcnt also welcomes 
and encourages assessment by independent economists and other 
specialists, Indian and foreign, to a degree which mas exist in few 
countries. Planning in India may indeed be most notably character- 
ized by its constant effort to assess and re-assess, to shape and re- 
shape, to seek and take advantage of ever) useful democratic method 
which can bring rapid economic and social advancement to the In- 
dian people. 



IXDIA’S SECOST) FIVE YEAR PLAS: 


4 .\DTA3.Ct or AcKICm-TTEE AXD RcEAl. PnOPf r 

AH of mral India— 325 million rfllagen— covered bv the rural 
development program. 

A 2S per cent rise in agricnltnral prodactSon, with a 23 per cent 
increase in foodgrains prodnction alone. 

21 million more acres put imder irrigation, 

Everv cultivated acre supplied with fertilizers and improved seed. 

Continued progress on land reform, and more opportunities for 
landless laborers. 

4 Rapid Development op Lvdcstbt, Power, Transpobt 

A 64 per cent increase in (net) todostrial production. 

Intensive development of basic industries with a 150 per cent in. 
crease in capital goods productioa alone. 

Three new steel plants, with over 230 per cent mcrease in steel 
production, including doubled private steel production. 

Intensive development of viDage and sma]l.seale industries, to in* 
crease tbeir production bv 30 per cent 

A 100 per cent increase In electric power production, and 5S per 
cent increase in coal production. 

Modernization and improvement of raUwavs to carrr at least 35 
per cent more freight and 15 per cent more passenger traffic. 

Expanding transport, with 19.000 more miles of surfaced roads, 
and enlarged ports, harbors and shipping. 

4 FcXLEB ZMRLOrMENT 

10 million more jobs and employment opportunities. 

.4n mtensified manpower program to prepare and secure trained 
personnel for development. 

SpeciJ programs for training and absorbing the educated unem- 



TARGETS FOR INDIA'S GROWTH, 1956-1961 
♦ IIicttER Living Standards 


An IS per cent rise in income per person, or a rise from $5G a 

year (1956) to $66 (1961). 

A 21 per cent increase in consumer goods, to include: 

A 16 per cent increase in cloth available per person, or a rise 
from 16 yds. a year to 18 1/2 yds. 

An adequate and more balanced diet, including not only 
cereals, hut more milk, eggs, vegetables and fruits. 

Primary school for nearly 8 million (23 per cent) more chil- 
dren. 

Nearly 2 million (25 per cent) more homes. 

12j500 (11 per cent) more doctors, and 3,000 more niral 
health clinics. 


♦ More Income for National Desflopment 

Increased national production and income will make it possible 
to save larger amounts for investment in national develop- 
ment, at the same time (hat living stand-ards rise 

At the end of the Second Pl.nn, II per cent of n.vtional income, as 
against about 7 per cent at the end of the First Plan, is ex- 
pected to be invested. 


♦ 'ViiAT THE Plan Will Cost 

Pi- -1,500 crores, or double the amount for the First Plan, «dl he 
spent by the States and the Central Government to achieve 
these goals. 

Ps. 2,400 crores in addition is expected to be invested over ibc 
Second Plan by private enterprise m industry, agnculture and 
other development. 


CHAPTER VI 


The Second Five Year Plan 
m Outline 


The Second Fne Year Plan, adopted b\ India's Parliament in Sep- 
tember 1956, represents, then, the combined programs and projects, 
the mutual hopes and plans of the Indian people 

The actual Plan itself maj be desenbed and summarized in one 
of se\eral ua}s It mar be presented as a group of the specific targets 
and objeebres which India has set for itself o\er the fire rear penod 
This gires, perhaps, the best bird’s-ere rierr of the Plan as a rvhole, 
and its scope and purpose A sununarr of these targets is gir en at the 
beginning of this chapter. 

The Plan ma) also be presented as a summar}' of the major de- 
r elopment actirities and programs to be undertaken or er the fir e-r ear 
penod. 

Later in this chapter there is gir-en such a condensed summarj of 
78 



•nn: second five year flan is outeise 


these majoi piograms, togclhei s\ith the Government cripcnditui 
for each.' 

The major dcsclopment programs of the Second Plan are, as the 
summarj' sliows: agricultural and niral deselopmcnt, irngation and 
power, industr}' and mining, transport and communications, and what 
India calls social sersaccs— education, health, housing, labor, welfare 
of tribal people and the untouchables, and so on. 

It is important to note that the Plan docs not include the cost of 
maintaining regular Go\cmmcnt programs, services and activities. 
Kor docs it include even the cost of maintaining the special develop- 
ment projects and programs begun in the First Plan and earlier, such 
as education, health, irrigation works, and the hkc. which have now- 
become regular parts of India’s sen ices to its people 

Tlic Plan represents onh the added effort, tlic new development 
programs, the neiv stimulation that India proposes to push the nation 
and the cconomv forward. 

Comparison of the Second Plan with the First shows the tre- 
mendous step-up in virtually cverv tvpc of development activit), and 
some shift in emphasis between different tvpcs of programs. Tlic 
biggest jumps are m rural development, in industry, large and small, 
and in transport. 

The size of each program and its relative emphasis in the Plan 
reflect directly the basic decisions which India has taken as guides to 
all its planning the advancement of India’s rural people, the de- 
velopment of basic hcavv industrv. and of village and small industry, 
the lifting of living standards of the people through increased con- 
sumer goods and social services 

The doubled size of the Plan as a whole reflects, of course, India’s 
basic decision to plan big and boldly, to give the utmost effort, the 
most powerful stimulus to India’s growth. 

Exactly what each development program includes, and its detailed 

'Eipcnditurn pbnncd for the v-2nous development programs ncccvunlv repre- 
sent emJ) thore to be made b> the State and Ccntnl Co\-cnimcnts Eiacth what 
pmate enlerpnse may jpend cannot. luturaUv, be detailed with the ume certaint)- 
over five v-ean as can budgeted Govenwnent eipcnditwscs Lipectcd pnvatc in- 
vestment in vanous program! u given on p I JI. 



targets, are given in later sections. The highlights of each program 
are as follows: 


Agriculture and Rural Development 

The Plan’s tno most significant programs are- first, to ertend to all 
of \allage Inda (325 million people) a rural derelopment program 
wnth a national agncultural e^rtension semce and ssstem of self help; 
second, to get the sharp 28 per cent mcrease in agncultural producbon 
absoluteh essential to make the Plan as a whole succeed 
The two are \er\’ closeh linked The rural deselopment program 
wnll, as it spreads o\'er India, be used as the main instrument to raise 
agricultural producbon, as well as to create a vital, producbve and 
democratic rural societv . 

To increase farm sields and incomes, the Second Plan will greatly 
expand imgabon, increase producbon and use of fertilizers and of 
imported seeds. Land reforms will be pressed further so that there are 
more equal land distnbubon and more incentives to produce. Co- 
operahves will be encouraged vigorously for farm markebng, credit 
and supply. 

India hopes also for more diversified crops so that Indian diets will 
have more protective foods—more vegetables, fruits, dairv products, 
fish, meat and eggs Programs for animal husbandry, fishenes, and so 
on have been stepped up maikedlv 

Bv ail these means India hopes lo step up farm incomes bv 17 p>er 
cent by the end of the Plan, and double agncultural producbon in the 
next ten vears. 


Irrigation and Power 

Twentv-one million more acres — nearly half as much as in all India’s 
pre-Independence history — will be put under imgabon Nine millions 
of these acres wall be imgated bv new wells and other minor imgabon 
works, most of which wall be built bv villagen. The other 12 million 
acres will be watered bv 195 new imgabon projects, concenbated on 
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medium rather than large-scale projects, to be launched over the 
Second Plan. 

Electric power production %mI 1 be doubled. All towns of 10,000 
population or o\er will be clectnfied, and 85 per cent of all towns of 
5,000 to 10,000 population. About half of all power and irrigation 
expenditures \^^ll be used to cany on or complete large projects be- 
gun under the Fint Plan. 

Industry and Mining 

To build the mdustr) basic to a modem economy, India mil set up 
three new modem steel plants, and build the townships and tram the 
workers and managers for them Pmate steel manufacturers will be 
helped to double production, and steel output as a whole will be 
more than tripled. Three new fertilizer plants wall be built, and steel 
foundnes, and many heavy engineering and electrical equipment 
plants. Production of basic machincr}' and other capital goods is re- 
pected to increase b\ 150 per cent Covemment crpcnditurcs for in- 
dusty wall be over four times higlici than during the First Plan. 
Private enterpnse will also invest heavilv in basic industries Indus- 
tnal production ‘ as a whole will go up bv 64 per cent, and targets for 
many industries arc double, and more than double, the production 
of the First Flan 

To provide raw matcnals for industrv. mineral development is 
enormously stepped up, with □ target of 58 per cent more production 
— or 22 million tons more of coal alone .\ vigorous new program on 
mineral development wall be put under wav, pnncipalK on coal and 
lignite production and mineral sunevs 

At the same time an intensive program to develop village and 
small industries will include a national industrial extension service 
network for small manufacturers and craftsmen, technical assistance, 
credit supply and marketing services Covenimcnt alone will spend 
four times more on small and village industrv development tlian over 
the Fint Plan, and production from all small enterprises will go up 
bv >0 per cent. 

• Net. 





Transport and Commumcattons 

To expand railways, roads, ports and hatiors to carry the great in- 
crease in freight and passenger traffic expected in a fast-grmvmg 
economy is one of the biggest tasb of the Second Plan Railway 
expansion is particularly urgent. The amount of railway freight 
traffic that will need to be carried is expected b) 1961 to be 50 pet 
cent higher than in 1956, and esen with the considerable expansion 
planned, the raihs-ays may he able to carry only 35 per cent more. 
Ports will be enlarged and shipping increased to help catty the in- 
creasing traffic. A network of motorable roads svill also be expanded 
and 19,000 mote miles of surfaced road sull be built. A greatly ex- 
panded program for unsurfaced toads wall work toward the goal of a 
toad teaching every tallage in well detcloped agncultural areas. 

In communications, the Goterament wall greatly increase radio, 
telegraph and telephone facilities, with the aim of putting post- 
office and telegraph sertace wathin every Ete miles of every village 


Social Services 

Education, health, housing and other social ser^ces will be expanded 
along vnih agriculture, rndusti)- and transport All social services, 
taken together, will get neatly twice as much funds for development 
I as under the First Plan 

Pnmary schools will bnng 8 million more children (6 to 11 years) 
to school and increase at about the same rate as over the First Plan 
Secondary’ schools are to be improved in quality, there will be stress 
on multipurpose education rather than college preparation only Col- 
leges and universities will rapidly enlarge facilities for technical edu- 
Ltion, medicine, engineering, scicnees-that is. the training of young 
lien and women for the woil of national development. 

I Special effort will be made to bnng education to groups long un- 
derprivileged Three million fellowships and scholarships for pnmary 
and secondary education, for example, are being made available to 
vntouciiables, or Harijans. Rural higher institutes are being set up 
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to bring the benefits of higher education to the»village people i 
terms of village needs and life. 

In health, the top-priority programs include extending clinics an 
health serv'ices to rural areas, with particular stresj on rnatemal and 
child care, improving water supplies and sanitatioo; making a wider 
and stronger attack on preventable diseases like maWia, and carrving 
rapidl) fonvard a population control program. \ 

Housing, social welfare, labor and other social service programs arc 
to be expanded, all arc described more fulh in later chapters 

It IS important to summarize wliat llic Plan hopes to accomplish 
not onl\ in specific programs and targets, but in some of its broadest 
ob|Ccti\cs in national production and income, in cmplovmcnt, in 
living standards, in tlic amount of savings that can be drawn off into 
investment in national development. 

What the Second Plan Hopes to Accomplish in Production 
A 25 pci cent increase m total national output ‘ is one cf the four 
top obicctivcs of tlic Second Plan Tlic comparable rise over tlic 
First Plan was about IS pet cent * Tlic production of more goods and 
services IS the kc\ to India’s nsc from povertv— to the creation of 
mote wealth for all to share 

To achieve a total increase of 25 pet cent, the Second Plan will 
push up production m every part of the cconom). As we have seen, 
it expects a 64 per cent increase in net output bv large industu. 50 
per cent increase b\ small industrv and enterprises It apccts (ann 
production to go up by 2S pet cent— an enormous increase from a 
once stagnant agriculture. Altogether bv the end of the Plan. India's 
total national production will have gone up by about 40 per cent in 
the ten years since the start of the First Plan 

Tlic following chart shows the production expected in each maior 
scctvon ni the ctcmtiTny, and \be •propo'rtwiwat.e thaTigc «v ticlv 

' Set. 

* The fint Pbn'j actual taf 5 et Ml onh 11^. as compared lo die Secood Plan 
tar^t of 25%. Tlic cat!> target ms jubjtanliallj exceeded, the Jrfual fint Pbn 
increase in output being about 15% i 
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The chsrt makes clear that not only ufll production as 3 whole g 
up, but that over the Second Plan industt)- will contribute 
distinctK larger share than ever before to India's (total production 
and agriculture proportionalclv less In otticr words) the Second Plan 
will bnng India a little further along m its journcy'iFrom a predomi- 
nant!) agncultura! nation. \ 

What the Second Plan Hopes to AccomlHi^h 
in Higher Incomes and Living Standards 

As production goes up. a 25 per cent nse in national hjcome is ex- 
pected to result 

It IS out of this sizable me that India expects to he able to raise 
income per person, lift living standards, and at the same time mcrcaso 
the amount of funds available for investment in national develop- 
ment 

Gcncrallv spcakmg—in terms of the nation as a whole, not of any 
single group— the 25 per cent rise in national income will make 
possible an increase in consumer goods and services of about 21 per 
cent. The comparable increase in consumption over the First Plan 
was 16 per cent 

Higher living standards, expressed as consumer goods, will include 
18Vii )-ards of cloth per person as against 16 sards m W56. It will m 
elude more food, and, if agriculture is more diversified as well as more 
productive, a more nutritionalK balanced diet of pulses (Icgumcsl, 
milk, fats, fruits, vegetables and sugar as well as food grams 

Higher living standards will also come from the increase in health 
and education, housing and other social services. 

We have ahead) seen, however, that if foreign exchange is not 
available in the amount needed lo help finance the Plan, India can 
not raise living standards and production of consumer goods bv 
21 per cent. It must cut down the rate of increase in order to get 
adequate funds for development 

Wlulc national income and national living standards arc nstng, 
India’s population will, of coune, also be increasing, j 



The plained nse in ujl 

e\en for a uTger number of people there will be more ; 

Income a-ailable per person rrill go up 18 per cent, or from Rs. 281 
(S?6) in 1^55-1936 to Rs 331 ($66). This compares mth an in- 
crease in incom* d\ailable per person of 11 per cent over the Fust 
Plan. 

Similarly, the per person increase in consumption mil be about 
13.5 per cent, js the larger number of people share in the increased 
output of cacjumer goods. TTiis compares \\ ith about an S per cent 
nse over the Fust Plan 


What the Second Plan Hopes to Accomplish in Investment 

Out of the 25 per cent higher income over the Second Plan, India 
expected larger share than evet before to be available for investment 
in India’s development, over and above the amount needed to raise 
income and living standards. 

Out of tlie 25 per cent rise in income, 21 per cent is taken off for 
increased consumption, and the balance goes into inv'estment m new 
mdustnes. into im'gahon and power development, into schools, roads, 
raihva)S— the bones and smews of economic and social growth 

By the last year of the Second Plan, 1960-1961. India hopes that 
11 per cent of India's total income wall be invested in national 
development. This includes imestment both b\ government and bv 
pnvate enterpnse, and compares with a rate of about 7 per cent at the 
end of the First Plan. 

How much Government and private enterpnse wull invest in 
the Second Plan as a whole, and how much m mdustn . in agriculture, 
and so on, is shown m the chapter on financing the Plan In 
total, Govemment investment will be 2^ times higher than m the 
First Plan, pnvate investment 50 per cent higher The ratio of total 
Government to total pnvate mveslment wiU be rou«^hlv 3 2, this 
compares with an about equal mvestment bv Government and pnvate 
enterprise over the First Plan. 



What the Second Plan Hopes to Accomplish in Employment 

The Second Plan expects that its programs— for expansion of indiis- 
try, transport, agnculture, and so on— will create 10 million new full- 
time jobs and employment opportunities. Tliis compares with about 
4.5 million jobs created by India’s growth and development o\cr 
the First Plan. 

Sizable as this number of 10 million nesv jobs is, it will still be only 
just enough to absorb the new people who wall be scebing work— 
the }oung men and women who will, owr the Second Plan, come of 
the age to need cmploiment.* It mil not reduce the size of India’s 
present high uncmplo^Tnent backlog— another indication of how xcry 
fast India has to run c\'cn to stand still. 

Any basic solution to India’s deep-seated problem of unemploy- 
ment can onh be expected over a long period. Tlic most that can 
be hoped for m the next fixe scars is that the Second Plan mil pre- 
xent any wxjnening of unemployment, while India dcx'elops some 
basic industncs and small and rural industnes, and begins other large 
dcxelopment works which will cxcnlually step up all emplonnenl. 

For the large number of people who noxv hast only part lime work, 
the Second Plan expects that irrigation projects, small and cottage 
industnes, and agricultural dex-clopmcnl will gix-e the now under- 
cmploxcd some increase in work and income. 

A very considerable share of the increase In cmplo)Tnent under 
the Plan is expected to come from the expansion in pnxalc cntcr- 
pnses, with sclf-cmplo\mcnt in cottage, small and medium indiis- 
tnes plaxing an important part llic fact that xillage and small-scale 
industr) is expected to provide half a million new jobs makes clear 
a major reason for the effort to develop these industnes. 

What the Plan Will Cost 

The Second Plan will, as we have seen, cost the Indian Government 
a total of Rs 4,600 crorcs (59 6 billion), which is about 2U times llic 

• Ymi1\ popiibtion iticrcaiM in Indu arc now about -t 5 to 5 million a >Tar. 
About 2 million people a veai teach the age to need cmplo>-ment 



about half, the Central Government about half. 

In addition to this Rs. 4,800 crores of Government funds, about Rs. 
2,400 crores js expected to be invested by private enterprise. 

The Second Plan is bi^ and its cost high in relation to India’s 
resources, but it is small still m relation to India’s needs For example, 
even though health programs will get double as much as under the 
First Plan, the amount is only a third as much as is needed to pro- 
vide a reasonable standard of maternal and child care, malana control, 
pure water supply, and medical services in rural areas. 

As another example, the Education Ministry estimates that Rs. 
1,000 Crores would be needed to fulfill the Indian Constitution's re- 
quirement for universal primary school education— or more than a 
fifth of total expenditure planned by the Government for all 
purposes. 

Expenditure on the Plan will not, of course, constitute total Gov- 
ernment expenditures National defense, general Government ad 
ministration, basic postal services, the carrying on of development 
programs begun in the Fust Plan or earlier are not included The 
Plan represents only a htlle over half of India’s total Govemment 
expenditures. 

The Indian Government m its Second Plan has set itself high and 
bold targets. It recognizes that to achieve them successfully will 
require the highest degree of organization, of administrative and 
managerial competence, and efforts bejxind efforts from Govemment, 
from pnvate enterprise and the Indian people 

TTie Government recognizes loo that if India achieves every target 
of the Second Five Year Plan by 1960-1961, it will still be a very 
poor country, with average incomes far below those of Japan today, 
to say nothing of Europe and the United States, 

But by pressing ahead to win its targets, India will by 1961 have 
made its first real breach in the bamer of poverty, its first real 
beginning on the difBcult and tremendous journey to development. 



CIUPTER VII 


Employment and Manpower 
in India s Development 


Indij’s gratest potential resource is its 3S4 million people, its greatest 
eliallengc is to put tlieir energies ami skills to uoik rebuilding the 
nation and fulfilling their o«i) aspirations 

At present. India is faced »ilh a seeming parados On the one hand 
there is acute and chronic iinemploiment. on the other there is a 
sescre shortage of trained men and isonien-of doctors, skilled 
workers, artisans, teachers, scientists, engineers, nurses. 

For the Second Plan, then, llic immediate question is one of creat- 
ing emplosment Tlic broader question is Iioiv. at the same time to 
recruit, to tram, and to use the kind and number of people needed at 
ciers- icsel now and in the future for the last and eomples task of 
d<ncIopmcnt 

Put bricll). India's nianpmici problem is one of quantiti, qualitv 
and OTganizahon ^ 
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L.reatmg new employment is one of the hey objectives of the Second 
Plan. Hea%y unemployment and underemployment in the cities and 
the villages are easily among India’s most serious human and social 
problems. 

For India and other undeveloped countries with vast rural popu- 
lations, densely pressed on the land, the task of creating new em- 
plojment is of great complexity. Certainly there is no easy solution; 
abo\’e all there is no quick solution. 

As we have seen, for India anytbu^ approaching full employment 
can only be achieved over a period of time, after intensive de\’elop- 
ment yields new industnes, new opportunities for jobs m construction, 
in transport and communications, in rural development programs, in 
health, education and other servaces 

While India must always keep m sight the countr>'’s future needs, 
and tram men and women for the kinds of [obs that will develop as 
India progresses, its employment policies, certainly orer the Second 
Plan, and no doubt over the immediate future Plans as well, must be 
keyed to the needs of the transition period. As such, they must im 
evitably involve solutions and even compromises not familiar in the 
West. 

These solutions require new iroaginabse approaches to employ- 
ment, the constant view that India’s vast pool of manpower is not a 
problem but a resource It calls for solutions, not alone in stabstical 
terms of how much financial investment will produce how many jobs 
but above all m human and social terms, of how the creative energies 
and skills of the Indian people may be released and guided to the 
work of the nation. 

Here the answers he as much if not more m social as in economic 
factors— m the confidence and enthusiasm of the people, in the 
human and social skills of every development ofGcer, administra- 
tor, and village extension worker, in the growth of local leadership 
and of eSective forms of social oigamzation; as well as m providing 
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1 hese high hgures rehect the ceaseless tide of migration from the 
\-illages. Nearly half of the city unemplo)ed are villagers seeking city 
jobs for the first time 

How high unemplo)'ment is in the \illages is not known precisely, 
but it IS certainly \ery high. Estimates put rural unemployment at 
2.8 millions. Among agncultuial laborers unemployment is as high 
as 16 per cent 

Rural underemployment is widespread. Agncultural laborers aver- 
age 82 days without work per rear, some, in southern and western 
India, axerage over 110 da\s — or about a third of a year— without 
work. The International Labor Office estimates that “disguised un- 
employment” (persons seemmglv at work but whose production is 
marginal) m rural areas runs as high as 15.5 million persons. Stated 
another way, one-fourth to one-third of all of India's agricultural 
workers are believed to be “surplus” to the needs of farming under 
present farming methods and conditions. 

Taking the consenatne figures for the 10 million who will seek 
work oxer the next five years and the number of now unemployed in 
city’ and xillage, the Planning Commission estimates that 15 3 mil- 
lion new fulltime jobs would hax-e to be created om the Second 
Plan to wipe out unemployment TTie total amount of work needed 
by the underemployed cannot be clearly estimated, but is obxiously 
xery' considerable. 

It IS not of course possible or exen necessary at this stage in India’s 
dex elopment to wipe out unemployment completely Nor is any highly 
dex-eloped country even at the peak of “full employment” xvithout 
some unemployment. 

Oxer the Second Plan India expects so to plan its development pro- 
grams and so to direct and encourage investment that 10 milhon 
nexv full-tune jobs will be created, and considerable part-time em- 
ployment. 

In this effort India will be guided by three general pnnciples: 

1. The Second Plan will bring about some small shift into non- 
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of India’s population, omng to lad: of a suitable supplemental:}’ 
ocxrupation to agncultur^ and the diionic stan’ation of the massK 
that results therefrom.” ^ 

As noted earlier, ei erj* effort will be made in hand-loom production 
and in all hand industnes to de\elop improved and more productiTC 
methods, including simple machmeiv, to assure that emploiment is 
not secured at the sacrifice of rising production. 

By stimulating miestment m all techniques and programs which 
wtU create emploj-ment, the Second Plan expects its 10 million nes^• 
full-time jobs to dei’elop m these actmbes and ser\ices: 

NEtr EMPLOYMENT 0\’£R THE SECOND PLAN 


THODLIXUS 


1. 

Construction 

2.100 

2 

Industnes and MmetaJs 

750 

3. 

Cottage and SaaD Scale Industnes 

450 

4 

Professional and CoNetniDent Sernces 

454 

5. 

Rural De\-elop£Dent Foresttv, Ftsbenes, and 



alLed Agncnltural programs 

413 

6 

Education 

310 

7. 

Railwa^t 

253 

8 

Other Transport and Commmucabotis 

130 

9 

Other Scaal Services 

142 

10 

Health 

116 

11. 

Irr.gabon and Power 

Plus "Others.” mcludtng trade and commerce 

51 

12 



(d 52% of total 1 to 11) 

2,704 

15. 

Agucultuie 

1 6 to 2 milhon 


TOTAL 9 6 to 10 millioa 


Ten milhon nes\’ jobs is an enormous number to be created m five 
years in any country. 

A comparison mth the United States may gii’C some idea of the 
size of the problem. The United States is not now deliberateh tning 
to stimulate emplo)'ment as India is today and as the United States 
did in the 1930’s. But it is inteiestmg to note that emplojTnent in the 
* Young India, Oct. 21, 1926 
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Tire Educated U.NXMPLo-iXD 

A special problem for India, as for some other imdcrdcselnrv. ! 
tncs, IS that of the "educated unemployed" The "rH ^ 
deSned as those « ,„i high school edncaL or bc^ ,„Xuan- I9;6 
a special study croup appointed by the Pbnn,nr> ^ ^ 

maW educated uncniplosancnt at oier half a m.llon r>50TO") 
Ncarli one out of cicn ten gradiates. and one of sL ofTi, 
isith secondare education but befosv the colle-c fes I 
ploied. Emploiment suisc,, sho» that the gcucral edu’eaTon"" ^f 



0 %’er one-fourth of all the unempIo\ed are '' educated.” 

The problem is not a nen* one in India, but has been groning more 
acute over the last three decades. The reasons for it are se\eral. Total 
college enrollment has been going op lapidlj— about SO per cent 
since 1950-1951 alone. The great majority of the graduates have only 
general education rather than techmcal training. 

Moreoser, or parth as a resnlt, a \erj large number of the edu- 
cated unemployed seeh white-collar jobs, two-thirds of them m ad- 
mmistratne, esecubye or clerical woih. Relabyelv few seek business 
opportunibes on their own Their preference is for Goyemmenl serv- 
ice, which sbll today, as under the Bnbsh, has the highest social and 
professional presbge and secunty 

From estimates made for the Planning Commission by the Special 
Stud) Group. 1 5 imlhon more “educated” persons will have finished 
their studies and be lookmg for work over the nert five years Addmg 
the half-million “educated” now unemployed, there yvill thns be a 
need for 2 million jobs suitable for the educated oi er the Second Plan. 

The Planmng Commission estimates that the regular reqmrements 
m Central and State Government service will total about one million 
jobs. Private enterprise is erpecled to absorb about 200,000, another 
240,000 jobs yyiU be aiailable through deaths and rebrement These 
estimates, should thej be borne out, would leaye a half million edu 
cated unemploy-ed m 1961— or no advance from the present situa- 
bon. 

The large group of educated unemployed represents both social 
waste and unrest The Special Study Group has proposed three types 
of special short-term measures to proyide more employment, in 
addibon to programs of State Governments. 

These are (1) work and onentahon camps, where, in useful con- 
strucbve work, vocabonal apbhides mav be discovered and new re- 
spect gained for manual work, (2) mtercih motor freight transport — 
a much needed service m view of India's transport shortage, for which 
groups of 5 oung men, organized m coopeiabves, could secure Gov em- 



mcnl fimncing; (3) incrGuing h,i„- into small business, also ssith 
some Goscrament financial assistance. 

tl,^?“c"n‘'’‘' ‘'f P''°' projects in all 

“td" «■”- >’'■>- -- ''-ssfnrss:" 

fttlian education svstem to tlie needs of national dcsclonmcnt and 
!LTll b ® '“"■"roent tliat isill n’s^ 

Is th PlaT'T “ d '°""5 

As the Plan makes a diiect attack on these and other specific em- 
plojanent problems, it svill also do something else ssliicli cannot be 

mb b n ""rober of nesv 

obs bt't 'Vbme elfect on cmplmanent «ill be as profound as it is 
incalculable That is the stimulus it will gne to the miliatisc and 
creative energies of the people thcmsches, to find conslniclise work 
and create cmplosmcnt opportunities either indnidiialb or m co 
operation with others 

Clearls a sera important facto, in both citv and village has been 
that the unemploved and imdcremplovcd have not had the means or 
in a life of bare survival, incentives for sclf<mplovment 

r°' C'iiniple. a farmer unemploved out of hancst season might if 

he had credit and teclinieal help and stimulus, build a well or im 
gallon bund, or start some small enterprise, and thus emplov not onh 
himself and familv but possiblv other laborers besides Similarlv if 
a village is assisted with some funds and technical help, vv itli stimulus 
and guidance, it can give considerable vohintarv or even paid emplov. 
ment m building scliools. roads and matenuh centers 
The chief effort of India’, rami development program and its vil 
lage and small indiistn programs, and mdccsl of llic Plan as a vvliolc 
IS to provide siicli means and stimulus to self help and initiative’ 
Apart from the specific niral program, its loans and lecbnical hcln 
for farm imprmcnunrs. and the Ininv and giml.ince avail,, bic under 
llic vilhgc imliivtrics program, the Second Phi, I, as also set aside Rs 
15 crorcs for local development works to be undertaken bi ibc com- 
niunitics thcmsclscs 



can become a creative mstniment of de^’elopment, the \'er}- means 
b}’ which the people can achie\e their own aspirations. As jet the 
use of this great resource has only begun. 

The porierful stimulus of India’s plans for deselopment, of growing 
confidence in India’s future, of readilv available financial and tech- 
mcal help, of rising incomes and production will increasing!) result 
in hundreds of thousands of individnal decisions to find constructive 
svork, to initiate nes\’ enterprises, to create new opportunities. It is 
these decisions which characterize a djnamic and vital democratic 
sodeh’, and which in an awalening India hold a vast and incalculable 
promise for the use of India’s potential resource — the skills and 
energies of its people. 

TRAINED MANPOWER 

At the same tune that it has large unemplovment, India has, like 
all countries todav , a senous shortage of technical]) trained men and 
women To India, the problem is of special urgenc). The nation can 
dev elop and go ahead oniv as fast as trained people are available to 
man the new’ steel plants, the schools, the heal A services and the agri- 
culture program 

Verv rapid action is needed to provide trained people— not onh for 
the Second Plan but also for the future Ever) voungroanandwoman 
entenng technical training this veai is a resource not for the Second 
Plan but for the Thud and Fourth. 

Some progress has alread) been made over the Fust Plan in tech- 
nical training. But even with these gams the pace of training of the 
Second Plan must be much faster. 

The Second Plan has launched a big program of technical educa- 
tion and training which will cost the Government well over Rs. 100 
crores 

The chief responsibilit) for arpanding technical education on an 
aB-India basis falls on the Education Minish). It has large funds 




ects, fertilizer plants and hea\-\ mannfactunng industries «tI 1 require 
very hr§e numbers of skilled engineeis— as many as 36,000 when the 
projects are m full operabon. 

Large numbers are needed elsewhere as w-ell— m all h-pes of con- 
struction’ buildings, roads, ports, schools, and so on. 

Fortunate!}, the shortage of competent engineers and scientists was 
felt earh. Under the Fmt Plan the number of trained engineers 
more than doubled, and man\ new trairang schools and colleges w ere 
started 

The Education Mimstr\ will spend Mrtuall% all the funds which 
are pronded for technical training to e^and training m engi- 
neermg and technology still more By the end of the Second Plan, 
nearly a third more engineers (graduates and diploma holders) will 
be finishing traming each year, or 11.000 altogether. After 1960-1961 
the output wnll be more than double that of 1955-1956 
The Second Plan will expand further the Indian Insbtute of Tech- 
nology (Kharagpurl, which has been brought to a high professional 
level over the First Plan, set up three similar institutes in west, north 
and south, expand the Indian School of Mines and Applied Geology 
(Dhanbad). increase the number of all engineenng institutions from 
12S to a minimum of 153, take measures to strengthen quality of 
traming India's total output over the Second Plan is ev'pected to be 
2-f,000 graduate engineers and about 30,000 diploma holders 
E\en with all these measures, the Engineering Personnel Com- 
mittee believes that the need for engineers will exceed supply ever}’ 
year of the Second Plan By 1961 they expect a shortage of about 
9,800 trained men Other estimates mdicate that the shortage yyill 
come sooner and be larger than the Committee expects, as it has in 
e\ en country undergomg rapid economic growth 

A special problem for India is providing practical training for its 
engineen; the particularly urgent need is for trammg of staff for 
the new steel and heavy engineenng plants Over 2,000 skilled staff 
are needed WTiile India's few steel manufacturen are cooperating. 



the number of trainees is so large that foreign training mil be ncccs- 
sar}-. Under the present plans, the United States is now training 200, 
and may tram as manv as 900; others will be trained m the United 
Kingdom, the Sosict Union, West Germanv, Canada and Australia. 

Training in imgation and power plant construction, in produc- 
tion of fertilizer and DDT, and m shipbuilding «ill be done in the 
Government-owned plants and projects 
For scientists, a new scientific pctsonncl committee has recently 
been set up to study India's needs now and oicr the future and to 
plan for high quality training, and to consider, as vicll, the use and 
relationships of scientists in Goicmment service. 

Ssni-LED AND Semiskilled Workfrs 

Besides highly trained engineers, India needs a vast number of shilled 
and semi-skilled noikets On rough estimates, it needs almost as 
many new workers of this Vmd over the Second Plan alone as there 
were m the entire labor force in 19>6— 750.000 new workers over the 
five years, as compared with an 825,000 total labor force in 1956. 

Training this vast number is a staggering problem. Present training 
programs can turn out onh 32,000 a vear. or onlv somewhat more 
than a fifth of those required Although all training will be etpanded, 
it will still fall far short of need. 

Vocational training is handled bv mam agencies, public and private. 
Tlie most organized sv'Stcm of training is maintained bv the Ministrv 
of Labor It turns out some 10,000 craftsmen a year 

Over the Second Plan the Ministn will triple the number trained 
as a “modest beginning ' on the problem Apprenticeship programs in 
both public and pmatc industry will tram 7,000 craftsmen each year, 
but steps are being taken to promote such training on a much kirgcr 
scale in private indiistn I'vcning classes, run citJicr bv the Govern- 
ment or bv private iiidustn. mil give over 3.000 workers opportunilv 
to tram for higher levels of skill, and the program is being stepped up 
Over the future au uiiporljnt part of the problem is to shape sec- 
ondary education so that it can help produce high scliool graduates 
whose education includes, or can readily be supplemented In. tccli- 



Craftsmen, artisans and busmess managers are also needed for sil- 
lage and small-scale industr). The Second Plan expects -450,000 new 
emploj-ment opportunities to be created in these smaller industries; 
a large proportion of the people need^ must ha\e some sldll and 
training. Under present plans of tiie State and Central Goiemments, 
30,000 persons at all le%els ■ftiB be tramed through tiainrag-pioduction- 
extension centers, polytechnics, small mdusti) sersice institutes, model 
and mobile workshops. 

Acricultuilu. Persovstl 

Under the Fust Plan agncultural educabon took a long jump fomard. 

neyy emphasis on the pracbcal needs of the nllage farmer, no 
less than 130 entirely new insbtubons uere started to train workers 
at all Ie\eb for the rural development program. 

Three new agncultural colleges were set up; twentj--one colleges 
added, for the first bme, some svstemabc extension training five have 
established regular extension departments. The training of 13,000 
village-lev el extension workers, involving the establishment of a com- 
pletely new India-mde network of training centers, is one of the First 
Plan’s outstandmg achievements. 

The Second Plan will require far more trained agricultural workers 
than the First. 

Needed for rural development dunng the next five j ears are about 
6,500 college graduates m vanous agncultural specialbes, 5,000 vet- 
ennarj graduates, about 48,000 rural extension workers * at all levels; 
25,000 people to engage in expanded cooperabve programs Even 
these esbmates mav be low, and an Agncultural Personnel Com- 
mittee has been set up to make a careful study of India’s needs, 
both for the Second and for the Thud Plans 

The Second Plan will increase and expand the agncultural colleges, 
add four new velennarv collies and a dauv’ science college, run 
mulbple shifts of trainees, raise the number of extension training 

• Includes ll,-400 group-lod wooers 



India recognizes it v.i]] be a constant and real problem to impros-e 
and keep up the quaht}- of training uith such quick expansion. 

Industrial and Businxss M.\nacement 

India's nesv induslnes mil need hnndreds of top and middlc-lcscl 
manageis and esccutnes Training men of this caliber is a major 
problem, both for the Gosemment and for pmntc enterprise Many 
of the slrills necessara are not only teehnical or administratne. but 
human and social skills A gmemment commuted to democratic 
methods IS under special obligation to sec that it has enlightened and 
highly capable leadership at all Icsels in industncs that it operates. 

Since there is limited large scale industry in India, there is no large 
pool of skills on sihich to draii For example, India's steel plants arc 
going to expand thcmseKcs, and cannot suppli any important number 
of managers at am lescl for the ness Gosemment plants 

Under the Ministry of Education, a plan for management educa- 
tion and training, coscring industnal cngincenng. industrial adminis- 
tration and business management, has been started in scsen selected 
centers, a Board of Management Studies has been set up to coordinate 
training, a National Institute of Management is being established. 
Junior-lcsel training in business management has been set up in Bom- 
bay, Delhi, Madras and Calcutta Plans arc under discussion for a 
high-lcscl Institute of Business .\dministration at Bombas, and an 
Administratne Staff College patterned generally after Ilenln m the 
United Kingdom is getting under ssas at lliderabad The ninv steel 
and other large plants also ssill send topicsel men osersms for man- 
agement as well as technical training 

The Government has also created, as a new- arm. so to speak, of the 
administration, an Industrial Management ScrMcc. Tins w ill be a pool 
of trained men for both State and Govemment-owned industncs. 

Tlic Second Plan expects all these measures, taken together, to 
make at least a good start on providing topquahfv business and in- 
dustrial management-a problem with which both Government and 
private enterpnse must incrcasingK conccni itself 



inortage or qociots, nurses, rmomses, sanitarians— caie- 
gones of health woiken— is, second to cost, the major obstacle to 
prondmg e\'en minimum health care for India’s rural people. 

During the First Plan jeais, there u'as one doctor to esei} 6,200 
people m India, compared to 1 to 1,000 m Japan. The majonh of 
doctors, moreos'CT. practice m the cibes where earnings and bring con- 
ditions are most far orable ^ Shortage of other tramed medical workers 
is er-en more marked, and likek to persist longer, partly due to lack 
of facihties for training, in larger part to lack of candidates. 

As m the West a cenhin ago, nursmg and similar health rr ork is 
onlv slorrh becoming a socialh accepted or adequatelr paid occupa- 
tion for rvomen. In 19j6 there were roughlr only a fourth as mam 
nunes and other aimliary health workers as were needed. 

For training more doctors, 6ist pnoritr in the Second Pbn is gir-en 
to expanding the present thirtr-six medical colleges and theii attached 
hospitals so that ther mar take at least a hundred students each, some 
hare been able to take onk half that number. In addition, ten new 
medical colleges will be set up. 

Efforts will abo be made to raise the quahtr of medical training. 
Medical colleges are now staffed, on the clinical side, bv teachers who 
are w orkmg on a pait-bme basis This has considerablr affected the 
quahtr of teaching. 

In order to raise standards of undergraduate and graduate educabon 
and research, the Second Plan will make it possible for departments 
of almost all medical colleges to hare a full-time non-pracbcing staff. 
All colleges w-fll add Prer-enbre Medicine and Psrchiatnc depart- 
ments, the Insbtute of ^fedlcal Science will he completed. 

There are onh 600 to 700 qualified dental surgeons in India, and 
onlv SIX dental colleges, all below standard The Second Plan pro- 
ndes Rs 2 crores to raise standards of dental baming. add four new 
colleges and double total admissions. 

To proride more nurses and all other health workers the Second 
Plan allots Rs. 6 crores for tiammg programs which will use the 

* In niral areas there rias br 1957 only 1 doetot to 15,000 


me ica colleges and hospitals, as well as establish ncsv training 
centers. 

By the end of the Fust Plan, India had onlv 25 per cent as mam- 
health workers (other than doctors) as it needed B\ tlie end of the 
Second Plan it will have -40 per cent Tins is an advance— but it shows 
the distance jet to go. 

Teachers 

India, like most countries the world over todav. has a siiortagc of 
trained teachers. While the number of tcaclicrs (prrnian and sec- 
ondary) increased by 40 per cent over the First Plan, over the Second 
Plan it must rise by at least another 50 per cent to meet the need 

For India, quality’ of teachers is a problem too— for over one third 
of all primary and nearly half of all secondary tcaclicrs have no formal 
training for the job. 

The Second Plan will greatlv expand teacher training— a 24 per cent 
inntase in the number of teacher training institutions, a >0 per cent 
increase in enrollment Altogether some 420,000 teachers will be 
trained over the fivevear period This will not only be enough to 
man the new schools and fill vacancies, but to raise considcrablv the 
proportion of trained teachers.* 

The future needs for teachers are enormous Even b) the end of 
the Second Plan only half of India’s children below fourteen will be 
in school, and one-half the job of providing schools and teachers for 
them remains to be done over future Plans 

A special problem is training of women teachers In slurp contrast 
to many other countries, women te.ichcrs arc less than a fifth of the 
total m India, and guls’ education lags fat behind 1 he 1 liircl and 
future Plans will concentrate largely on girls' education, and the 
women teachers for that program must be put in training over the 
next five years. 

A pMIViSTR.lTIVE P^RSO ^•^EL 

Government is bound to grow as the nation develops, as it has m the 
United States and elsewhere In even field of Government service 

'Troportion of trained pnroarv teachers in ''' 

19S>-19j6_ 64 per Dv the end of the Second Plan il wiH 



senior and junior levels— and to speed execution of de\ elopment plans. 
Competition for exceptionally able young Government ser\'ants will 
increase. Old personnel recruitment and training policies, kejed to a 
day of surplus rather than of shortage, are being revised as part of the 
over-all problem of administration, discussed m the following chapter. 

Orgamzatio.v 

Within the first months of the Second Plan, the Government took 
the significant decision to set up a high-level Government group to 
form major manpower policies for the nation, and to give coordina- 
tion and leadership to nation-wide manpower policies and programs. 

In September 1956 a Manpower Committee chaired bj the Pnme 
Minister was established in the Cabinet, and a Directorate of Man- 
power Coordination formed m the Home Mmistrj' These will bring 
about more effective Government-wide action on manpower programs 
of the Planning Commission The Planning Commission itself has 
added a new division of Technical Manpower. 

The functions of the Manpower Directorate will include: assessing 
manpower supply and demands; framing broad policies, stimulating 
and coordinating the training and employment programs m the Cen- 
tral Ministries and States 

The Government has also moved early m the Second Plan to 
strengthen its public emplovTnent service This service, begun in 1945, 
maintains emplo)mcnt exchange offices in the States Under the Sec- 
ond Plan the number of local offices will be nearly doubled, to 256. 
The service will take the major part in collecting labor-market data, 
m developing employment counseling, in matching men and jobs, 
and m acting as the principal agency' for achieving both order and 
movement in the labor force. 

Few nations have had to solve manpower problems of such size, 
complexity and urgency in such a bnef span of time. Even under the 
most favorable circumstances, these problems will challenge the best 
efforts of a democratic government. 



CHAPTER VIII 


Admimsti'atwn 


To put the Second Plan’s \a$t senes of de\clopment programs into 
operation, to organire and administer them cflcctncl\. and b\ demo- 
cratic means, is a )ob of immense proportions, m terms of size and 
speed of administratis c tasks invoKed 
In facing these great (asks, India feels particularh fortunate tJiat 
it has so strong a foundation on which to build In contrast to some 
other undcrdesclopcd nations where colonial rule left no sucli heri- 
tage, the Bntisli Gosemment in India had set up an administnfnc 
s>3tem of cfficicncs and an adminislratu-e seT%acc of high competence 
and inlcgrit)-. Upon Independence these could be and were at once, 
as we ha\e seen, applied to the needs of the ness nation Tlic caliba 
of the Indian administratnc services had, moreover, attracted mans 
able graduates, and Government work had a high lael of prestige. 

As a new nation India has attempted to build up an administration 
to a high standard It is grateful that to some extent it succeeded in 
III 



so most advanced goxemmenb of die ^lorld ” ^ Knomng ho«’ much 
more there is to be done, the Gmemment does not feel it can accept 
this generous appraisal. 

Under the Bnbsh Go\eniment, Indian administration had been 
adapted pnmanly to regulati\e and re\enue functions. \\Tiile it pro- 
gressnelv tooV, up some de\eIopment semces, its chief dubes nere 
still to maintain law and order, collect taxes and administer a 
dependenc} 

The new Gor-emment had to de\elop not onlv as an independent 
and democrabc gosemment, but as a set\ice gosemment, capable of 
planning and putbng into acbon an intensive n elfare program, of pro- 
viding effecbve leadership and acbon m meehng the needs of the 
people, of enlisting and fostenng their partnership and parbcipabon, 
of acting sniftlv and flexibh in a penod of urgencv and great change 

Earl) m the First Plan, and even before, the Government invited 
study bv expert public admimstrabon analvsts, both Indian and for- 
eign, to determine how the Govemment structures and procedures 
could give efficient support to development programs 

On the basis of these earh studies, both the Central and State 
Governments insbtuted important reorganizabon proposals m ad- 
mimstrabve structure and procedures TTie imperahve needs of the 
Second Plan give new urgencv to sbll more rapid and far reaching 
reforms and will place India’s administiabon under heavv strain The 
more so since India now loohs at administration with a broader and 
broader view. 

Todav admmisbabon includes planning itself; recruitment and 
training of manpower for all development programs as well as the 
administrative service, effiaent management of Government-owned 
industnes and enterpnses. ensunng mtegntv of Govemment person- 
nel; secunng local voluntan’ parhapahon of the people m planning, 
m development, in small savings campaigns and, where it is practical 

‘ Report of a Sunev, bv Paul H Appleby, (then) Dean of School of Public 
.Administration, SvTacuse Unneratv, 1955 







to the continuous need to administer, supcmse and a-alualc the dc- 
\-elopment programs themselves. 

Expanding Ad\iinistrati\t. Personnel 

One of India’s greatest administrative problems— organizing man- 
power for deselopment as a whole— has already been discussed. 

A specific problem is how to expand, \erv rapidU, and without 
lowering of standards, the admimstiatisc service itself, to earn out 
the now' wade variety of development programs What is needed is to 
build up, with future needs in mind, an enlarged permanent corps, 
and provide continuing in service training to prepare men and women 
to meet these needs- 

Special recruitment is now underway for tlic Indian Administrative 
Service, • apart from the usual recruits— also an increased number— 
who will formally enter the Service by competitive examination foi 
junior posts. 

Under consideration as well is establishment of All-India Technical 
Services to which the new tvpc of technical and scientific personnel 
needed for industry and similar projects may be recruited. 

To staff State-operated uiduslncs and other enterprises, an Indus 
trial Management Service has been set up, winch will ptosidc a pool 
of managerial talent on which all the Central Government Ministries 
conducting such enterprises, and the States as well, will draw. 

All these new and special rccniilincnls require the Administrative 
Service to be more flexible in its policies and criteria on selection and 
promotion, and on icadv tiamfcr between various branches of the 
Service. Rigidities as to rccnjilmcnt and promotion, which may h-ivc 
developed under older conditions, have to be given up if clTcctnc 
administration is not to be jeopardized Particular attention to the 
problems of promotion bv merit, as well as bv seniority, is needed so 
that capable new talent, such as, (or example, those with v.iluablc 

’ Tim Service w-sj cstablivhcd «n 1947. as successor lo tJic fonner ICS (Iiidm 
Civil Service) As an all Indj scmcc. it u under the ultimate control o( tlie 
Central Government, hut is divided info Stale cadres, each under the immed ate 
control of a State Government 



Further tfte Liovemment must consider iior\' it may draw into public 
seiMce persons of special experience and knossledge tsho do not, or 
may not, ssish to seek careers in Go\emment, but uho ha\e an im- 
portant contribution to make to deselopment programs. 

The ne\s admmistratn'e tasks of securing public cooperation and 
parfacipation m de\ elopment programs require training in new human 
and social skills. Rigid attitudes toward rank and status, based on an 
old system of values, can ha\e no place m the administration of 
development programs designed for all the people Older atfahides of 
“authonri” must be replaced bs the newer atbtudes of semce to the 
people, by techniques of persuasion and education, by an understand- 
ing of teamwork, of the discussion and interchange of ideas with 
workers at all lei els and the people themseU-es 

For India, as perhaps for other older societies, these are new skills. 
Yet thei are essential in all branches of the administration, if the 
fullest initiatne and contribution of each indindual, within the 
Sendee itself and among the people it senses, are to be ei'oked for the 
deielopment of the nabon. 

Another need which India had felt early was for professionalization 
on a self-conscious lei el of pubhc admmistrabon m India, and for a 
strong independent bodj with membership drawn from within and 
outside the Goiemment, which could gne continuing objecbie 
leadership and anahsis to pubhc admmistrabon, training and study 
programs and policies 

An Insbtute of Public Administration, with the Prime Minister as 
Chairman, was inaugurated m March 1954, as a central professional 
bod\ to gne leadership to a broad program of deielopment of India’s 
administratn e semces The Institute, oier the Second Plan, wdl set 
up branches m e\ er} State Three hai'e already been opened, in Jaipur, 
Poona and Bangalore 

The Insbtute has established a School of Public Adminisbahon to 
train both prospecbie Goi’cmment administrators and those already 
in semce. The School will be opened in 1958. 



extended training programs, and expanded opportunities for in-scr^icc 
training both in India and overseas. Several universities have estab- 
lished or strcngtlicned courses in public administration with support 
from thevT State Governments An adminntratnc staff college has 
been established at Ihdcrabad. and there arc also training schools for 
the Indian Administrative Service at Simla and Delhi. 

Integriti' in Govtrnment 

The Indian Government. Ulc an\ government faced with new demo- 
cratic rcsponsibilitv lias a rightful concern to establish high standards 
of integrity Anv evidence of corruption arouses deep public anxictv 
India has been spared at higher levels the demoralizing evil of public 
corruption In several fields, however, there have been complaints of 
lack of mtcgntv in the official machmerv . 

TTie Indian Government recognizes that, in the rapid expansion of 
its administrative services and the handling of vast development pro- 
grams, some weaknesses exist and that there has to be constant vigi 
lance against cverv form of corruption WHiilc the Government 
welcomes criticisms, the mam attack to assure integntv is the positive 
one of ensuring cfficiena in even branch of administration— by 
avoiding delavs, bv eliminating unnecessary bureaucratic procedures, 
by decentralizing authoritv 

As India pushes ahead with development, it will exercise the most 
jealous watchfulness to keep up a high standard of public moralitv 
A special vigilance division has been set up m the Ministn of Home 
Affairs to work with the several Government Ministries and depart- 
ments, both to take speedv action in event of malpractice and. as im- 
portantly, to establish procedures which limit opportunitv for it. 

Ad\iinistr.\tivx CniciENCv vsn EcoNOvn* 

Efficiency- of administration is one of the keys to India’s growth On 
cfficiencv depends the speed with which the Indian people and the 
nation will reap the benefit of development, and of the funds and 
effort put to their service Tlic people, too, will be willing to shoulder 



Over the First Plan the Government began reforms in both the 
State and Central Governments, to assure greater efEciency and 
economy. 

With the particular purpose of achieving economy in development 
projects, a Committee on Plan Projects was formed early in 1956 by 
the National Development Council, This Committee, worlcing 
through specially chosen teams of officials and public members, in- 
vestigates and inspects m the field selected important projects, re- 
ports on progress and needs, and makes any necessary recommenda- 
tions for more efficient operation in the fields under review. 

So that Government servants may be helped by efficient Govern- 
ment procedures to give swifter service to the people, an Organiza- 
tion and Methods Directorate designed to speed program action was 
begun during the last two years of the Fint Plan in the Central 
Government Similar offices were set up in State Governments, 

Among other reforms begun earlier, one of the most pressing for the 
Second Plan period is the spread of decision-making, authority and 
responsibility. Power and initiative have tended to be concentrated at 
the upper levels of administration in any department. The level at 
which effective decisions are made has indeed been pushed upward 
This is a problem that will have to be solved. In a fast-developmg 
nation such procedures inevitably mean either serious overwork of the 
few high-level officers empowered to make decisions, or delays in 
getting programs in action. Or often both. A studied effort must be 
made to assure that at each level the officials concerned have the 
opportunity to exercise the maximum responsibility and initiative, 
and in fact do so. 

Another need is more emphasis on progress reporting, botli to 
Government and to Parliament, for all development programs TTie 
Planning Commission, m its yearly evaluation of the achievements 
of the Plan, m its continuous review of progress in vanous develop- 
ment fields, such as the rural program and others, has made a con- 
tnbution to progress reporting as have many administrative agencies. 



States. 


AdMINISTRATIO.V of Go\TR.V\IE.Vr iNDUSTRirS AST) Enterprisks 
Delegation of responsibilitj and managcnal progress reporting arc 
particularly urgerrt where Go\cnwncnt administers industrial and 
commercial enterpnses. 

The general polics is that these enterprises must be set up so tlial 
they can be run on efficient business lines, with the fullest degree 
of autonomy, of swiftness of decision and action ncccssan’ for efficient 
management yet still consistent rs'ith the o\cr-all rcsponsibihts of 
Government and accountabihtv to Parliament In GovcTnmcnt<on- 
trollcd enterprises alrcadv established, several forms of organization 
have been used— )Oint stoch companies, statutorv corporations, con 
trol boards, departmental management For nevv enterpnses, the 
Government has invited particular study of this issue bv both Indian 
and foreign administration anaivsts. 

Speaking to the point m Parliament, the Prime Minister said 

I have no doubt that the nonml government functions appliet! to a 
public enterpnsc of this kind vvill ensure the failure of that public enter- 
prise. . . Even person who has advised us has told us “Do not 
interfere with vour enterprises give them tcsponsibihh . give voui ctccu 
live rcsponsibilitv. do not interfere 

Tlicrcfore, vve have to evolve a svsfcm for working public enterprises 
where on the one hand there arc adequate checks and protections — tint 
IS inevitable — and on the otha there is enough freedom given to that 
enterprise to work quickh without dclav Ultimatclv judge it b) the 
results • 

MHiilc as vet no final decision has been made as to the precise 
administrative form or forms to be taken bv new Government enter 
prises, it is gcncrallv agreed tliat thev must be autonomous bodies, 
with full managcnal rcsponsibiUtv, and subject before Govcinmeut 
and Parliament to an “audit of achievement. 

‘Mav 1956 
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emment on key programs are being c\ol\-cd. 

Over the First Plan, rnctliods of working with the States were \cr}’ 
greatly improved and strengllicncd. The formation of the National 
Development Council, as mentioned in the earlier discussion on plan- 
ning. was a significant step, and the Council, which includes the Chief 
Ministers * of all States and members of the Planning Commission, 
with the Prime Minister as Chairman, plavs an important part in the 
formulation of national policies and in securing common agreement 
and coordination for these policies 

As part of the reorganization of the States in November, 1956. 
five Zonal Councils were formed (northern, central, southern, east- 
ern and western) Each is composed of the States and Tcrutoncs 
in the zone, and acts as an advisorv bodv to the Central and State 
Governments on matters of common regional and interstate interest, 
particular!) social and economic planning 

Tlie Councils have as their common chairman the Central Min- 
ister of Home Affairs, the vice chainnan of each Council will be, 
in rotation, the Chief Nfinistcr of each of the States represented 
on each Council. 

Fo: the earning out of development programs, the Planning 
Commission is particularlv concerned that the Governments of the 
States be administratively strengthened for the hcav) rcsponsibihtv 
thc)‘ must bear. 

During the First Plan the States geared themselves for the new 
development emphasis b) setting up an office of tlie Stale Develop- 
ment Commissioner who would coordinate and give Icadenhip to 
development activities of all the Slate Departments of Health, Agn- 
cultUTC, Education, and so on Tlie Commissioner u given over-all 
policy guidance bv a committee of the State Cabinet under the 
State’s Chief ^^lnlstc^. Tlie need of coordination becomes greater as 
development becomes more and more the business of Gov emment. 

‘ TJie Chief Minuter rebtueh to the State Go\ernmcnt u comparable to the 
PniTie Minister lo the National Cosemment lie hcadi the tna)onty parts of the 
Sta^e hswmWn "’Art Owmea xA SvaM a Va vcmiVA'tiViCTirA ^leari, 

appointed bj the President of India 



failure to fulfill program targets. The Central Government is both 
urging and assisting States to plan for, recruit and tram adequate 
administrative staff, with reserves for the continually expanding 
needs. One strong reason for proposing the all India technical semce, 
the pint development and other service cadres is to provide a pool of 
skills which can supplement the supply on which the States maj 
draw, and provide qualified persons to serve regions or groups of 
States. 


District Developm ent Administr ation 

Below the State level, the 500 Districts (roughly comparable to the 
counties of the United States and Britain), today, as m British 
India, are considered “the pivot of the structure of administration.” 
These Districts usually contain one or two million people, a few 
contain as many as four to five million, or a number equaling the 
population of Norway or Denmark. 

The administrative head of each district is called the District Col 
lector or Distnct Magistrate, titles carried over from an earlier 
period when his chief functions were land revenue collection and 
law and order. The Collector is a member of the civil service, not 
an elected or politically appointed official 
The District Collector’s responsibilities are increasing as all de- 
velopment programs— and especially the rural development pro- 
grams— are intensified Standing between the State Government witli 
its elected legislature, and the local self governing groups m the vil- 
lages, the Collector’s position and potential role is of great and, as 
has been said, pivotal importance in a developing India. 

With a strengthened and democratized administration, the Indian 
Government considers, indeed, the Distnct as an agency of change 
toward a new social order It must respond to the needs and aspira 



On the one hand, it is at the Distnct level and below that the 
development programs directly touch the Indian people, in the vil- 
lages and countless small towns. On the other, the vciy choice of 
democratic means for India’s growlh, as noted earlier, mahes it 
ncccssar) to strengthen and, where thes' do not already exist, create 
local democratic organizations compioscd of and working with the 
people, in order to plan and carrv out the work of development 
at the Distnct, sub-distnct and village level 
Development must be earned out bv' these local bodies so that 
strong local leadership ma) be found and encouraged, and so that 
the people of each area themselves may assume, under their own 
leadership, the mam rcsponsibihl) for solving their local problems 
and developing theu own tcsovuccs 

Tlic need for creating a well organized democratic stuicturc of 
administration vvithm the Districts is now widely felt It is believed 
tliat local bodies at the Distnct (and in larger Distncts, at a sub- 
district) level should have an organic link witli the popularlv elected 
village councils and gradually assume the responsibility for local ad 
ministration of development programs, vvitli clcarlv assigned func- 
tions New proposals for dccaitralizing local administration of dc 
vclopmcnt programs along democratic lines were worked out in late 
1957 bj a team set up through the National Development Council 
During the First Plan the Distnct Collector began more activcli 
to assume the functions of a Distnct Development OfTiccr, in addi 
tion to his regulative duties. In some areas a specul development or 
planning depuU was assigned to his office. Under the Second Plan, 
the Planning Commission has urged further strengthening ami 
staffing of the Distnct admimstralion. to fulfill the urgent local de- 
mands for cooidmation of technical staff \n tlic Distncts. to super- 
vise, guide and evaluate all types of development works and pro- 
grams of the area. 

llic Planning Commission also recommends Distnct Develop- 



^ ' • n«ii- ■ ' ixirai development programs. 

District Development Committees were established in the First 
Plan in all Districts for adxising on rural de\-elopment and on other 
programs ^^^nle some were effective, the majority did not function 
fully, largely because their role of duties and opportunities were not 
alu-ays clearly appreciated. 

The Planning Commission su^ests that each Council include not 
only Distnct Collectors and the local development officers, but 
local lepresentatnes of the State Assemblies and national Parlia- 
ment, leaders of village panchayats and other local bodies, repre- 
sentatives of cooperatn’cs and local social service agencies. 

A similar council at a lower or sulxlivisional (tduq, or block) level 
is also recommended, with similar representatives. The role and 
integrahon of the rural development block m District administration 
is indeed of great importance for the future. 

In general, the functions suggested to these local bodies are: local 
planning, reviewing and coordinating development activities in the 
area or Distnct, and very particularly shmulating public initiative, 
leadership and participation in development activities and small 
savings dnves, and a constant concern that the poorer and disad- 
vantaged people of the area benefit from development programs 

Village Panchoyats 

In ancient India, it is believed that most villages had a form of local 
self-government. The common form was one in which elected elders 
constituted a village counal, a panchayah passing on all public af- 
fairs of the village, including priv’ate disputes Many believe, as 
Prime Minister Nehru writes m his book The Discovery of India, 
that “the strength and perseverance of India in the past seem to 
have lam in her widespread system of village republics or self-gov- 
erning panchayats.” 



avithoiitics. Fact% siUagc, however, retained its headman who, to- 
gctlicf witli certain village elders, vvas by common consent the vil- 
lage's spoVesman 

To some extent under British nilc, and verv particularly since In- 
dependence, an effort has been made to revive this old form of nl- 
lage government, and both the First and Second Plans have put a 
high pnontv on formation of panchavats 

While local self government needs no justification in a dcmocracv, 
it may be useful to summarize vvliv India attaches to it so high a 
pnonty. 

First, the reasons arc franklv practical If the work of village de- 
velopment IS to get done in a democratic society which proposes no 
all powerful ccntrnllv controlled apparatus, and if it is to be done, 
too, with maximum financial help from the people themselves, the 
villages must themselves organize to carry out. and contribute to, 
much of the work of development— the building of schools, roads, 
irrigation and siimlir projects 

Tlie Planning Commission clearly acknowledges th.it niral prog- 
ress depends cntireK on the existence of an active village orgamza 
tion which can bring all the people, including those at the bottom 
of the social and economic ladder, into common programs and ac- 
tivities, using assistance from the Government, and their own con 
tnbutions in labor, cash and kind 

Further, Indii feels kcctilv that the nation’s strength as a dcmoc 
raev depends to a most important degree on building, in hundreds 
of thousands of villages, effective local governments through which 
the people can. as responsible citizens, plan and participate m their 
own and the nation’s progress M such, these governments arc not 
considered mcrclv as local nivimcipal bodies, paforming largclv 
housekeeping or even local development chores. Ratha, thev arc seen 
as csscntul means of fitting local and village activities into the over- 
all pattern of District and State plans, and as the final and essential 



and economic forces— land refonn, -wider education, rural develop- 
ment— are bringing great changes. These forces put strains on old 
village societies which, howe\er backward, had achieved a remark- 
able social stability and cohesion 

As Mahatma Gandhi, with his great insight, saw so clearly, the 
social strength and cohesion of the villages is imperative to sustain 
the new nation. He saw, with equal clarity, the key role of the vil- 
large panchayats in maintaining that strength, and attached the 
highest importance to reviving them. His teaching is reflected today 
in India’s recognition that a village panchaj-at, representing the needs 
of all groups, can play a considerable part in bnngmg about a more 
just and integrated social structure and in developing new' patterns 
of rural leadership. Indeed, India feels the development of local 
self-government is a key part of the larger process of fundamental 
reconstruction and reorganization of village social and economic 
life. 

The general purpose t$ to establish, especially in rural develop- 
ment areas, what is called a “statutor>’” panchayat to serve every vil- 
lage. A statutory panchayat is one formally set up and registered 
under State law’s which provide some financing, and which permit 
the panchayat to administer certain civil and cnminal suits and 
adjudicate local disputes. All States now have panchayat legislation. 

The number of panchayats increased considerably (40 per cent) 
over the First Plan, reaching in 1956 to a total of over 117,000. Over 
the Second Plan, it is hoped to double the number to 244,564— or 
one for each of nearly half the villages in India. It is suggested that 
for villages too small or isolated {about half the rural people live in 
villages of less than 1,000 population), natural groupings of villages 
may be made to provide a unit of at least 1,000 persons. One pan- 
chayat could serv'e this unit 

Development of village leadership which is representative of tlie 
village as a whole is extremely important. There has been concern 



al^o rccogiii7cd tliat unless there is comprclicnsnc Wllagc planning, 
which taVes into account the needs of the entire commiinitv, those 
groups until the least economic and social status, such as tenant 
farmers, landless laboren, artisans, mas not benefit suflicicntlv from 
Government development programs and assistance 

Tlic Planning Commission urges that States, as many already do. 
require the elected members to talc in, as additional membas, rep- 
resentatives of the Ilanians (untouchables), tlic landless or other 
socialh and cconomicalH depressed groups in the village, and ex 
officio representatives of local cooperatives A means is also now being 
worked out whcrcbv, bv groups of villages, panchavat leaders can 
be given special training to educate tlicm to flicir new functions, 
and to their responsibilities to the communitv as a whole 

How to finance the panchavats is a special problem if thev arc to 
assume wider and more important functions Most State Covem- 
ments grant them a portion of the local land taxes, pancinvats mav 
also collect small cimc taxes, m some few areas thn Icvx land taxes 
So far this financing li.is provcti imdcqujtc TIic Second Plan rccom 
mends that the States grant 1> to 20 per cent of local land revenues, 
plus 15 per cent more if the panchavat itself ruses an equal addi 
tional amount 

llic functions of the statutorv pmchavat gcncrallv conceived to- 
day and recommended bv the Planning Commission arc, in addition 
to the local planning and development, both administrative and ju 
dicial. 

Among civic functions, the pmchavat is expected under most 
State bvvs to act as tlic local civic aulhontv— maintaining vill.ige 
roads, improving village sanitation (a \crv important role under 
Indus health program), providing village lighting, and maintaining 
llic vilbgc communitv hall, with its small hbrarv and, m some eases, 
the village batten radio set 

A lev function. Iiowcvcr. u tlut of local development— pbtming 



ullage livestock iinpTO\ement, and, ^e^} importantly, ser\’ing as the 
village’s direct medium of contact with all development programs of 
the District, State and Center 

The panchajat is also seen as the essential democratic agency to 
carry' out any eientual reoi^nization of land management. The 
Planning Commission recommends that panchayats also concern 
themselves with development and regulation of use of the village’s 
common land, forests, and reservoirs, assistance in consolidation of 
holdings, promobon of good land management among the village 
farmers. 

It IS also proposed that, on problems of local land reform, the 
panchayats be associated with deasions on tenants’ and owners’ 
nghts, on determinahon of surplus lands and their distribution As 
land reform becomes more effective, and more of a direct local 
issue, these functions may assume a critical significance. 

In acbng as a judicial body, the panchayat can provide a very real 
service. ^VheTe the panchayats already are active, disputes which 
othenvise may have dragged through Distnct courts, impoverished 
the disputants and divided the villages into facbons, have in most 
cases been readily settled In some States a separate panchayat has 
the judicial functions 

The potenbal strength and value of village self-government to 
India’s growth can hardly be calculated. At the very least, it pro- 
vides the final and integrated link m the chain of administration 
where vast nabonal and State development programs reach di- 
rectly to the people to help them rise from the mire of poverty. As 
it does so, and at its best, it will reflect the ideal of self-governing 
village republics which Gandhi envisaged. “Here is perfect democ- 
racy, based on individual freedom.”^ 

* Htmjan, July 26, 1942 



CHAPTER IX 


Plan 


To pay for the Second Five Year Plan will take a supreme effort 
by the Indian people, by Indian private enterprise and by the Indian 
Government. 

The total cost of national development programs, Rs. 7,200 crores 
(Rs. 4,800 from Government, R$. 2,400 crores from private enter- 
pnse), looks small, of course, compared to expenditures of developed 
nations. The United States, for example, spends Rs. 4,800 crores every 
eight)’ da)^ on defense alon^ and Rs. 4,800 crores about ever)’ year 
and a half on education alone. Yet this is an enormous sum for a 
nation such as India, only now arising out of the mire of poverty, to 
raise for national development even ov'er a period of five years. 

For India, as for other underdeveloped nations, the question is 
further complicated. Development requires two kinds of financing 
or, in efiect, two kinds of money. 
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small saMngs, dencit financing, and so on. 

Development also requires, however, foreign evchange — chieflj’ 
dollars and pounds sterling— to enable India to buy essential develop- 
ment goods from the United States, the United Kingdom, Canada, 
European nabons, Japan, and other countnes— power generators, 
locomotives, and freight cars, steel, heavv machmer}', textile ma- 
chinery, drugs and even food 

Foreign exchange can come onlv from outside India, raised by 
selling Indian exports abroad, or bv foreign capital coming into 
India as loans, grants or private investments 

In India’s Second Plan, the amount of foreign exchange needed is 
verv high— about one fourth of all Plan expenditures. This is because 
India has to unport heavv machinery and other equipment to get 
industnes expanding rapidly.^ 

India is committed to raising its resources by democratic means. 
It cannot raise monev by compulsory “contributions,” delivenes of 
agricultural “surpluses” to the State, depr^sion of living standards 
The Indian Government will, to be sure, tax the people heavily— 
in 1957 it imposed nevv tares which are heavy by anv standards— 
but it must, as it has done, tax with the consent of the people, and 
with their willingness to share the cost as well as the benefits of 
development. 

Clearly, raising funds for the Plan will require not only some very 
real sacrifices but the ablest economic leadership It will require, as 
well, some new and imaginative answers to the problems of financing 
development of free underdeveloped countnes, which have little 
capital and are short on foreign exchange 

For example, India shares, with other nations of the world, the 
challenge of discovenng how underdeveloped countnes may more 
freely buy from the developed nabons in the period of transition 
before they are able to earn suffiaent foreign exchange to pay for 
increasing imports. Tlie flow of goods between the developed nabons 



ment and use of foreign capital in fhe underdes’cloped nations, i 
v.-ays that will on the one hand speed social and economic grow'th 
and on the other furnish profitable, secure returns to attract th 
available capital of de\ eloped nations. 

India also shares m common with other Asian nations a vei} 
special challenge in finding war's to use one of its greatest resourc 
— the manpower, energies and skills of its millions of people — to 
build the nation, and to create new wealth and capital in roads, 
schools, imgahon projects and the like. 

These are, of course, some of the long-range problems of financing 
the development of India, as of other backward nations. If India 
succeeds with its Second Plan, some new approaches to these prob- 
lems may be e\ olved 

Meanwhile, however, India faces the harsh realities of mustering 
the finances needed— both m rupees and in foreign exchange— to 
put its development programs into immediate action. 

In the first eighteen months of the Plan penod, steadily nsing 
pnces rn India and abroad, added to the earlier effects of the Suez 
crisis mth its delars and higher shipping costs, have given the problem 
of financing the Plan a new and senous urgency. Estimates reviewed 
in the late autumn of 1957 indicate the cost of lie Plan may turn out 
to be perhaps 10 per cent more than ongmallj expected, with a large 
share of the increase needed in foreign exchange 
It IS clear that even if India mth supreme effort and the most 
careful management is able to muster the rupee costs of the Plan, 
the problem of foreign exchange is cntical in the extreme 
The cost of the Plan has alreadj given in general; but a 
clearer picture is needed now to discuss some of the special prob- 
lems of financing. Put bneflv, again, and using the Second Plans 
estimates, the Plan itself will cost the Government Rs. 4,800 crores. 
It will cost private enterpme Rs 2,400 crores— that is, Rs. 2,400 
crores IS the amount pnvate enterprise (which includes large and 



These Rs. 7,200 crores represent of course both rupees and foreign 
exchange, rupees foiming the larger part, r-ei}’ rough!)’ three-fourths 
of the total, and foreign exchange one-fourth. 


Investment in the Plan 

Before passing on to the urgent question of how the Rs. 7,200 crores 
can be raised, there are sev'eral things that must be said about the 
amount of investment m the Plan, The quick summars below re- 
news both Go\ eminent and expected pm-ate imestment o\er the 
Plan, and the proportion of each that will be put into industi)', agn- 
culture, pOTCr, etc. 

The iniestment planned for each program— rndustr)’, agnculture, 
and so on— represents India’s best judgment as to the amounts needed 
to achieie Plan targets, and to bnng about the desired balanced de\"el- 
opment of large and small industi)' and rndustr) and agnculture. 

The Plan’s production targets are high, and the m\ estment targets 
are consequent!) also high. It is in the Second Plan and the Thud, 
it mil be recalle4 that India must make proportionately its greatest 
imestment m order to get the rate of gTor\th necessary to cross the 
"threshold” from an underde\’eloped nation. 

Total investment m the Plan comes to Rs. 6,200 crores— Rs 3,800 ^ 
crores from Goi-emmcnt and Rs 2,400 crores from pni ate enterpnse. 

Rs. 6,200 crores is, as we ha\e seen, double what was imested m 
the First Plan. For Go\emiDent alone, it means IVz times more, for 
priNate enterpnse 50 per cent more The rabo of Go\emment m- 

' Rs 5,S00 crores ratber than Rs 4 800 ciores is giien as Go\emnient in"verf- 
jneni. The addihonal Rs 1,000 crores is techmcalK called "current outlaj” (that 
IS, outlay for social sersices, and so on) The trpe ol expenditure, sihJe important 
in itself”, IS not in\-estment and hence does not appear m the ‘msestment’ snm- 
mai}’ 
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175 

88 
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89 

515 

8 

Imgation 

100 

50 

456 

12 0 

556 

9 

Large Industry (mcl Power 

and Mining) 

617' 

50 8 

1,077 

28.3 

1,694 

29 

Small Industnal and Other 

Euterpnses 

100 

50 
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52 

220 

5 

Transport and Communica- 

tions 

85 

42 

1,355 

35 1 

1,418 

24 

Other (Social Services, Resi- 

denbal Buildings, Misc ) 

925' 

462 

474 

12 5 

1,599 

24. 

TOTAL 

2.000' 

1000 

3.800 

1000 

5,800 » 

100 


^ Power IS estimated at R$ 42 ciores, Rs 40 ciores for mining, Rs. S3S crores 
(or industry alone 

’ For pmate enterpnse, this item ts almost entirely for construction, including 
housing. 

*Plus Rs 400 crores for “stock” 


vestment to pnvate investment in the Plan as a whole is roughly 
3.2 (Rs. 5,800 • Rs. 2,400). Actually, pnvate investment will prob- 
ably do better. 

For It should be said here that the imestment figures for private 
enterprise can of course only be an estimate. Investment in large 
modern mechanized industries may, the present indications are, turn 
out to be larger than expected. Hoiv much small pnvate individuals 
and firms will invest in agriculture, m small industnes and vanous 
small trades and transport is always difficult to guess. 

It should also be said that the figures given for private invest- 
ment do not include investment the Indian people may make with- 
out e.\penditure of actual mon^', as, for example, the labor and ma- 



\er)’ large and important in onderdeveloped rural economies, par- 
ticularly in agnculture and irrigation. Some estimates put it as high 
as one-fourth of all investment. AH of it is, of course, pnvate in- 
\ estment. 

A total investment of Rs. 6,200 ciores means, as we have also seen, 
raising the rate of investment to 11 per cent by the last year of the 
Flan, compared to over 7.3 per cent m the last year of the First Plan. 
Stated another way, by the last year of the Second Plan India must 
be drawing off 11 per cent of its income for investment, in national 
development. 

TTiis, as we have seen, is a substantial increase for a country just 
beginning its development. Indeed, about 100 per cent more re- 
sources will have to be gathered to hnance the Second Plan than the 
First Plan. 

This shows the size of the job which the Indian Government and 
the people face— in organizing to raise this increased amount in taxes, 
loans, stocks and shares, and so on. 

It IS widely agreed that an investment of at least Rs. 6,200 crores is 
required to yield the 23 per cent increase in national producfaon and 
income, and the other targets proposed in the Plan. Any lowering of 
investment can only mean lowenng of targets, and a continuation of 
poverty. Indeed, it is believed that only by the most careful and 
imaginative management can even Rs. 6,200 crores investment ex- 
pand mcome and production by 2> per cent. 

One of the key factors in India’s economic growth, it will be re- 
called, is how much production can be got for each rupee invested. 
This raises questions as to the relative productivity of projects using 
much capital as agamst those using much labor, and questions of the 
proper balance between Government and pnvate investment. 

The Indian Government feels it must, in so vast an undertaking as 
the Plan, keep itself flexible and realistic, and constantly review its 
first judgment— as to levels and balance between imestmerts in dif- 



Government is also determined not to endanger, m doing so, India’s 
financial stability and balance— such as by risking a dangerous inflation 
or exacting savings at human and social cost. The Plan, its targets, and 
the taxes and other financial measures necessary to achieve it are con- 
stantly under Parliamentary, press and public discussion and review. 
The tax and other financial measures necessary to achieve the Plan’s 
targets are brought before Parliament, and reviewed in wide public 
discussion so that each measure, as W’ell as the new burden it imposes, 
IS paced to the capacity of the people, and adopted with their con- 
sent and support. 

It is already clear that, as we have seen, some original Plan esti- 
mates have to be revised upward because of rising prices. These 
adjustments will require other investments to be cut down, particu- 
larly where they use foreign exchange on less essential items. But what- 
ever adjustments are made, the needs of development as a whole will 
continue to be great, and some risks must be undertaken. India 
believes that no nsk is greater than that of stagnation 

Nevertheless, all development programs are under constant review. 
How much to invest, m what programs, the proper balance between 
large and small industry, between industry and agnculture, the proper 
proportion of Government and private investment— these are all 
questions that need constant review and reappraisal, flexibility and 
judgment as India makes its great experiment of pushing a mixed 
economy ahead by democratic means. 

The broad fact remains, however, that India will need at least Rs. 
6,200 crores of investment to accomplish the targets it has now set. 
These Rs. 6,200 crores, plus the Rs. 1,000 crores which India calls 
“outlay,” a total of Rs 7,200 crores, is what India must raise in 
rupees and foreign exchange to finance the Second Plan. 

It will be easiest to take the problem of financing the Second Plan 
in three parts: (1) how the Government will raise the rupees it 
needs for the Plan; (2) how' private enterprise will raise its rupee 



What is immediately clear is that \sdiile India can, wth supreme 
effort, muster the rupees the Plan needs, the gap in foreign exchange 
cannot be closed without substantial foreign contnbution. 

1. Financing the Oovemment’s Share of the Plan 

It, Will be remembered that the cost of the Plan represents to the 
Government only about half of the Government's total expenditure 
over the fi^•e jear period Put another way, the cost of the Plan— of 
progress, in short— is roughly equal to all other costs of running the 
Go\ernment. "Government” refers both to the Central and to the 
State Governments. 

Necessary Government expenditures outside the Plan include de- 
fense, normal government administration such as law and order, basic 
postal services, and so on, and, very importantly, the cost of main- 
taining the development services begun either in the First Plan or 
earlier 

While the non-Plan expenses, over the 6ve Plan )ears, have been 
budgeted very closely, they have increased from the First Plan levels— 
m part because of the cost of can^-ing on the new development pro- 
grams begun in the First Plan, in part because of the growth of 
Government services natural in a country newly independent 

Any need to increase them further, however, during the Plan 
period, as, for instance, if prices rose rapidly or if it became necessary, 
as indeed it has become withm the past year, to increase defense ex- 
penditures, would obviously endanger the amount available for the 
Plan. 

The non-Plan expenditures can be easily met by the Central and 
State Governments’ normal tax and other re\enues The problem is 
to find money over and abo\’e these basic expenditures for financing 
the Plan, to the amount of Rs. 4,800 crores 

Part of this, the larger part, Rs. 4,000 crores, must be raised in 



democratic country; by taxes, by floating loans, by considered use o 
deficit financing (pnnting more money), by stimulating the people t 
buy savings and other Government bonds, as, for example, the Unite 
States did dunng World War II with its Defense Savings Bonds. 

To finance its share of Second Plan costs, the Indian Govemmen 
will use all these methods to the utmost, consistent with the financia 
stability of the country and the social stability of its people. 

The fact that the economy itself is expanding and producing more 
means that the yield in taxes, small savings and loans wall be higher 
than in the First Plan. 

Roughly, these were the Government’s onginal proposals for raising 
the Rs. 4,800 crores needed in rupees and foreign exchange for the 
Plan (that is, beyond basic non-Plan needs of Government) : 

ORicmi. rsTiMATES, ^Lvy 1956 


Rs CsosES 

1 Taxes 

From new taxes 

450 



From former taxes 

350 





800 


2. Other Revihves 




Pension funds, railway profits, etc. 

400 

400 


3. Loans and Svlall Saviwcs 



Loans 

7Q0 



Small Saiings 

500 

1,200 


4. Deticit Fihancinc 


1,200 


5. Foreign Assistance 


SOO 


Cap 


400 


TOTAL 


4,000 SOO 

4,800 


All these methods are, however, interrelated, and have to be used 
in careful harmony, the more so since pnc« have been rising through- 
out the first penod of the Plan. Deficit financing may have the 
eSect of raising prices. A rapid rise in pnces may discourage savings 



Obnously, the Go\emment will have to use extreme care and con- 
stant watchfulness in its efforts to balance and adjust methods of rais- 
ing funds for the Plan. 

Taxation 

As in most countnes, the largest source of funds to the Gosemment is 
from taxes of all kinds— income taxes, excise taxes, corporation taxes, 
land or real-estate taxes, import duties, and so on. 

The Indian Government expects about a fourth of all the Govern- 
ment’s needs for the Plan to be met from revenues of the State and 
Central Governments. \Vhen the Plan was onginally issued, it was 
expected that Rs 450 crores wxiuld come from new taxes Former tax 
measures, the yield from which will go up because of higher incomes 
and an expanding economy, w'ere expected to produce an additional 
Rs 350 crores for the Plan The total tax revenues available for the 
Plan, according to the original estimates, were thus Rs 800 crores 
The Plan had, however, as we have seen in the table above, left a 
gap of Rs. 400 crores. According to a decision made in May 1957 bv 
the National Development Council, this amount must now also be 
met largely by additional taxation. This means that India now 
expects to raise Rs 800 to 850 crores in new taxation alone over the 
Second Plan. This, for India, is an enormous tax increase, and will 
spread the tax burden more wodely and more heavilv perhaps than at 
any time in India's history, ^ 

The Pnme Minister, discussing the heavy new taxes in Parliament, 
said; ‘We must remember that if we have to make good, we have to 
carry these burdens We have to produce this money from our country, 
because while vve are prepared for the help of other countnes, we are 
not prepared to be dependent on other countries We want to indi- 
cate to the rest of the world that we are prepared to swallow' many 
bitter pills to retain our independence and to maintain our progress ” ‘ 

* Pnme Minutei to Parliament, May ?0, 1957 



0 e peop e earn ess than Rs. 1,500 [$300] a year) . Only a smal 
portion of the population ttierefore is able to pay any appreciabl 
income tax, unless their already very low living standards are cu 
do'f.’vi e%en more. 

The vast group at low living lev'ek has to be reached by other typ 
of Government taxation, such as the excise and import duties. Whil 
some of these taxes affect only the people relatively well off (such as 
customs duties on automobiles, foreign liquors and cosmetics, and 
mechanical appliances), many of the taxes — and more and more 
under recent tax proposals— impose sacrifices on the common man. 

Yet most of the burden of the direct taxes (income, estate duty, and 
corporation taxes, accounting for about one-fourth of total tax 
revenue) must be borne by a relatively minute section of the people. 
The direct taxes of the Central Government actually affect only 
about 1 to IV 2 per cent of the country’s working population. 

Income-tax rates for this fractional group are already high. A com- 
parison of India’s rates with those of other countries shows that while 
rates in India are lower for the low-income brackets, there is a steep 
rise on incomes from $5,000 up Rales are among the highest in the 
world for incomes of $S,000 and up. Thus tax burdens are concen- 
trated upon the people responsible for a large part of the savings in 
the community. If taxes are raised too high for this group, they may 
not have enough savings to invest as much as is needed in business 
enterprises. 

Corporation ta.xes now average about the same m India as m the 
United States. Development rebates, and tax holidajs in the case of 
new industries, plus generous depreciation allowances, have been given 
to lower the effective Indian rale, and to encourage private industry 
to expand. 

However, taxes, as a whole, represent in India about 8 to 9 per 
cent of India’s national income, a proportion less than that of devel- 
oped and even some underdeveloped countnes. For some time India 



broadening of the income-tax base with lower tax exemptions, and 
more effective tax collection. 

During the latter part of 1956 the Central Go\ernment raised 
taxes, reimposed a capital ^ins tax, and in order to conseri’e foreign 
exchange increased certain import duties and excises. In May of 1957, 
the newly elected Government placed before Parliament its stiff and 
far-reaching tax proposals. These mcluded taxes on wealth and ex- 
penditure, a lowenng of the exemptions on income, plus some relief 
to higher bracket incomes as a stunulus to investment, a new tax on 
railway fares, and still higher excise and import duties. 

Taken together, all the new tax measures begun in 1956 and 1957 
will alone yield about Rs. 800 crores over the Plan period This is 
almost double what the Central Government onginally estimated it 
could get in new taxes 

While this IS promising, a considerable portion must be used for 
non-Plan purposes, including the higher cost of defense, administra- 
tion and development services There is also the possibiht) that the 
State Governments may not raise as much of their share of new taxes 
as expected. The States did not reach their tax targets during the 
First Plan Considerablv more, indeed, will have to be done by the 
States to increase their revenues through new or expanding taxes. 

The question has frequently been raised that India takes relatively 
littl^ considering that it is so largelv an agricultural nation, in land 
and agncultural taxes Such taxes are the concern of the States rather 
than of the Central Government Land revenue contributes only 
about 8 per cent of total tax revenues. 

Doubtless India’s land taxes could be raised somewhat, especially 
on lands improved by the Government through imgation and so on 
This the States are doing to some extent. It is expected that, with 
land reform, the contnbulion of land and agriculture can be in- 
creased. The urgent need, however, to sustain at least the present level 



oget er, at this time, India's prospects of raising at least as 
much as it expected in taxes look fair— fair enough, it is hoped, to 
lessen somewhat the amount of de6cit financing India may need to 
use. This is very important m view of the continued rise in prices. 

In any event, a tax burden of at least the present size is inevitable 
for the Indian people From the trend of pnces and other indications, 
it appears that deficit financing of the size onginally hoped over the 
Plan penod will not be possible. The National Development Council 
feels that, to the extent that deficit financing cannot be used, the 
shortage must be met largely by addihona] taxation, and through 
small savings 

Loans and Savings 

The Government’s prospects for raising rupees for the Plan by loans, 
savings bonds and the hhe also look reasonably bright. 

The Indian people responded well during the Fust Plan to small 
savings drives. For example, in the year before the First Plan was 
begun, only Rs 33 crores were collected in small savings. In the last 
year of the First Plan, the amount was more than double, Rs. 68 
crores, and for the Plan years as a whole exceeded the target and 
met as much as 12 per cent of all Plan expenditures. 

The Second Plan hopes to collect up to Rs. 100 crores a year, or 
Rs 500 crores for the Plan pieriod This will call for a very energetic 
and effective savings drive, directed especially to the really small saver 
in urban and rural areas, who generally has not yet been reached. 
But, witli all the expenence and machinery now at the Government’s 
command and with the public more and more "plan-conscious” and 
experiencing more and more of the Plan benefits, this is expected to 
be a feasible if difficult task. Recently, the interest rates offered on 
small savings have been raised to attract more savers; and the State 
Governments have been asked to gel vigorous savings campaigns 
under way. 



penod. This target looks \ei)' possiDle ot achie\einent. in iy?-t-iV55 
the Central and State Go\eminent5 were able to raise as much as Rs. 
115 crores. In the fint vear of flie Second Plan the\’ were able to 
raise Rs. 140 crores (net). 

It is true, of course, that as tiie economj expands— private enter- 
pnse is itself looking for bank and other loans to enable it to expand— 
there is likely to be a tight monej' market. In 1957 the program of 
borrowing by State Governments w'as substantially reduced 

The key to the success of both the sanngs and loan dnies, of 
course, is how much the Indian people are walling \oIuntanlv to put 
aside in sasangs and investments out of anv new income thes’ may 
earn dunng the Plan. 

This is important not onl) for the success of sanngs campaigns, 
of course, hut from the point of siew of general inflation. If the in- 
creasing incomes are not immediately used to buy more food and 
clothing, pnces will not nse so rapidlv and deficit financing can be 
used more safely. 

All in all, howeser, prospects seem generally not unfavorable for 
the Government to raise through small savings and purchase of Gov- 
ernment bonds the amount it hopes and needs to get 

DETicrr FiNANcrs'G 

Deficit financing is a method of raismg money used on occasion bv 
all Governments In times of stress — war or other emergent— Gov- 
ernments use it more freeh Deficit financmg u’as for example used 
by the United States Go\-emment and the United Kingdom dunng 
World War II. Teclmically, it means spending more than is actually 
taken in, and is done by pnnbng monej', agamst loans made bi the 
Central Bank to the Gosemment, or by a drawing down of cash 
balances 

In a sense more painless than raising taxes, it is a method, however, 
that alwavs must be used with great care by a nation wishing to keep 



e list an, mostly during tiie Plan’s last two years. Aljout 21 p 
cent of the First Plan, or Rs. 420 crores, was deficit financed, whil 
prices generally remained stable, and even, until the last months 
the Plan, came down. 

Over the Second Plan, the Government had onginally hoped i 
could use deficit financing to a total of Rs. 1,200 crores — or to abou 
a fourth of all Plan costs. 

Price rises showing up early in the Plan, however, and continuall 
throughout 1956 (the wholesale Index rose by 12 per cent for ih 
year), have made it necessary to hrmt the amount of deficit financin 
to considerably less than it had budgeted for in the coming years. 

There is general agreement that an expanding economy needs som 
more money in circulation. Consequently deficit financing can be 
undertaken to some amount without causing a general rise in prices. 
Economists m India, as elsewhere, differ, however, on the amount 
by which the money supply can be increased without affecting the 
pnce level. They also differ on how much inflation it would be proper 
to tolerate in the interests of economic development. 

In any event, the Indian Government is proceeding cautiously be- 
cause it IS determined to keep its financial stability. It is watching the 
result of Its present deficit financing carefully, and is prepared to take 
quick action, if pnce nses continue, to mop up surplus purchasing 
power. 

Rapidly increased production— of food, cloth and other goods— will, 
of course, hold down pnces. The Government is pushing hard for 
increased production m every part of the economy so that pnces can 
remain steady, and permit the Government to use more deficit financ- 
ing to fulfill urgent Plan needs. 

Summanzmg its prospects of raising the necessary rupees for the 
Plan, the Government finds that, although taxes, savings and loans 
will yield as much as expected, it cannot rely on deficit financing to 
the amount it hoped. 



too much m taxes and loans, it will dry up money needed by private 
enterprise for expansion. If it takes too little, development cannot 
progress. 

Viewed as a whole, then, the Government’s task of raising its rupee 
needs is by no means easy'. It will call for an all-out effort and the 
utmost vigilance on non Plan expenditures As a last resort, some 
expenditures on the Plan itself may also be cut. 

The Agricultural Commodity Agreement, made between the 
United States and India in mid-1956, which is bringing 3.5 million 
tons of wheat and substantial amounts of other United States surplus 
commodities (rice, cotton, and so on) to India will be a sizable help 
These commodities, to be sold by Government within India, will raise 
Rs. 1 37 crores in rupees for internal use. To the extent that India will 
not have to import so much food, cotton, and so on, they will also 
conserve foreign exchange 

2. Financing Private Enterprise’s Share of the Flan 

Exactly how much pnvate enterprise will spend during the Second 
Plan cannot be known or planned precisely— but it is estimated at Rs 
2,400 crores, or at least 50 per cent mote than over the First Plan 

A fair share— somewhat under a fourth— of this Rs. 2,400 crores of 
pnvate investment will be needed m foreign exchange, particularly by 
those private mdustnes which must purchase machinery, raw matenals 
and the like from abroad. 

Pnvate enterprises depend for invested funds on the sawngs of 
individuals or on their own earnings. Individuals may invest savings 
directly by purchasing goods or equipment, by purchasing shares 
or bonds, or by depositing these savings with investing mstitu- 
tions- 

Pnvate enterprise as a whole is expected to need and spend a very 
large amount on construction and agnculture, irrigation, small m- 



inves ment, wit out involving cash transactions. 

With the growng enthusiasm for the Plan, contnbutions of vo 
untary labor and matenals, already considerable during the First Plan 
to v-arious “nahon-building” actiwties should also increase, and i 
total add up to a significant amount of private investment. As note 
earlier, a great challenge to planmng under democracy is how thi 
kind of contribution may be stimulated to the utmost, and us 
India’s vast human resources to create national wealth. 

Taken in all, however, the Government feels generally that, be- 
cause of the using tempo of development, the giowib of towns, and 
the rural development program, the question of enough money for 
pnvate development of agncultuie and construction will not present 
a ver)’ senous problem over the Plan penod, and that even if it were 
less than now expected, measures could be taken to stimulate in- 
creased use of resources among village farmers. 

The chief concern is how private large-scale and medium industry 
may raise the capital it needs for expansion and growth In view of 
the fact that the Plan includes development of a large number of 
private industnes, the Government has very urgent concern that suffi- 
cient private capital be available. 

’The Government expects that expansion of business and industry, 
and of the economy as a whole, will, as we have seen, create more 
income and hence more savings, and encourage more investment in 
all new enterprises, and especially industry. 

The summary on the next page shows where it is expected that pri- 
vate industf}’ will be able to raise the capital. The extent to which 
Government or Government-facilitated capital (and foreign capital) 
Will be needed is very clear. 

Although large and well established firms have had no difficulty in 
selling shares m new or expanded enterprises, India’s capital market 
is not yet so fully developed that it can readily draw upon all avail- 
able savings. The Government is making every effort to strengthen 



various tax and other concessions to stimulate investment in those 
industries essential for development, or for manufacturing exportable 
goods, or which will help conseiv’e imports 
The Government, further, has announced as its basic industrial 
policy that it will help essenb'al industries find capital, both foreign 
and domestic, and itself make credit available. 

One way it will do so is to channel funds through direct loans and 
various t)pes of lending agencies participated in or sponsored by 


FINANCING PRIVATE INDUSTRY EXPANSION OVER 
THE SECOND PLAN 
(Excluding Small Scale Industry) 


Pjii\ate Domestic Caktai 

New issues 

Corporate profits and reserves available tor investment 
(m new units and for replacements) 

Other sources, such as finance trom managing a§snts, 
excess profits tax refunds, etc 

Capital prom GovemoiIent or Government Financed 

OR -Sponsored Lending Agencies 

Loans from industrial finance corporations. State finance 
corporations and the Industrial Credit and Invest 
ment Corporation 

Resources from the National Industrial Development 
Corporation 

Direct loans, indirect loans from Government, Imm 
equalization funds. State paitiapation by Central 
Government, participation and/or loans by State 
Governments m share capital of pnvate enterpnses 


Foreign Capital 

Foreign capital, including suppliers’ credits 
TOTAL 


Rs Crores 


1951-56 

1956-61 

40 

60 

150 

300 

61-64 

80 


18 

40 


3 ? 

_26 

20 

295-298 

575 

42-45 

100 

337-345 

675 



a in ema lona ending agencies, and malcing a strong effor 
to attract foreign private capital. 

For investment m large and medium industry alone, the original 
estimates of the Second Plan were that private industry would need 
approximately Rs 570 crores— more than double what it spent over 
First Plan An additional Rs. 150 crores are needed for modernization, 
or a total of Rs. 720 crores. With die nse in prices over the first part 
of the Plan, these estimates have gone up. 

This total of Rs. 675 crores falls somewhat shoit (by Rs. 45 crores) 
of the Rs. 720 crores needed But the Government reasonably expects 
that with the new steps it is now talcing to stimulate investments and 
strengthen public confidence it will be possible for private enterprise 
to raise the additional capital it needs. 

The Rs. 100 crores of foreign capital expected by pnvate industry 
is part of the larger and urgent problem of all foreign exchange needs 
of the Plan 


3. Foreign Exchange Needs of the Flan 

The Second Plan needs to raise at least Rs. 1,700 crores ($3.5 billion) 
in foreign exchange for cariying through both Government and 
pmute development programs, even after taking into account some 
possible reductions in Government programs as originally planned 
This very high figure of Rs 1,700 crores— about a fourth of the total 
public and private cost of the Plan— is due almost entirely to India’s 
effort to industrialize The Plan requires e.xceptionally heavy imports 
of steel, machinery, power plant equipment and the like. Railway 
equipment alone represents nearly a third of all of the Government’s 
foreign exchange needs for the Plan 
Clearl}', as India expands and develops, it becomes a far better 
customer for the goods manufactured by developed nations than if it 
remained in backward poverty. Yet at the same time the very urgent 



Over the Second Plan, as already made clear, the hulk of the addi- 
tional imports will be machinei}% vehicles, iron and steel and other 
metals— at a rate of about Rs. 430 ciores (about $860 million) a year. 
About 7 million tons of steel will be imported and a large amount of 
other metals, especially aluminum and copper. 

India wall also import considerable foodgrains over the Second 
Plan period— betw een 8 and 10 million tons. This is a larger amount 
than originally e.xpected, hot it is now felt that because of the nsing 
demand for food as incomes go up, adequate food supplies must be 
assured to keep down food pnces, and have stocks in resene against 
any failure m monsoon rains and harvests. The recent agreement 
made with the United Stales Government for surplus agncultura! 
commodibes (mainly wheat and nee) has considerabl) eased the 
problem of financing food imports 

India expects, as it dev elops, to be an mcieasmglv heavy importer, 
although as its own industries grow, the tv'pe of goods imported may 
change. At a higher stage of mdustnalizabon it will need newer and 
more advanced t3pe3 of machmer)’. As incomes and Imng standards 
rise, there will he demand for higher types of manufactured consumer 
goods and for the raw materials and machinery mth which to make 
new and addibonal consumer goods within India as well. India ex 
pects, as it develops more hillv and steps up its own produebon, to be 
able to pay for such goods, and also to rqiay the debts being incurred 
today, out of its increased nabonal income and increasing exports. 
Meanw’hile, however, India’s export earnings vvili not balance the 
essential goods it must import, and other sources of foreign financing 
will have to be found. 

Foreign Private Cvpital 

The great majonty of countnes which have developed m the past 
have done so wath the help of foreign capital. The great growth of the 
United States over the nineteenth century was m part assisted by 



now- ow o 


various sources for their development 

Similarly, foreign capital is now n^ded in India. 

A few generations ago, how’ever, the flow of capital from nation t 
nation was easier in general tiian today. The close tie-up betwe 
political dominance and foreign mvestment which characterized th 
old colonial sv'Stem has disappeared, and some new arrangements t 
replace the old are only slowly being worlced out. 

Before Independence, in India as in other underdeveloped cou 
tries, foreign capital had tended to concentrate largely on the dev'elo 
ment and estiaction of taw matenaU and facilities for moving them 
on mming, tea and other plantations, and railways. An independen 
country' amcious to develop itself naturally hopes that foreign investo 
will enter into nation-bufldmg industnes and enterprises, not only t 
supplement the country’s owm slender resources for such industries 
bu^ by bringing m advanced technical knowledge, skill and methods 
to encourage local capital and strengthen new competence an 
skills within the country itself. Foreign capital so invested can fill a 
strategic and integrated role m the country’s advancement, as well 
as help create for itself a more stable and rewarding investment in a 
constantly strengthened and expanding nation. 

Veiy- shortly after Independence, India expressed this view', and 
gave assurances not only that repatriation of capital and remittances 
of profits would be safeguarded, but that the Government would also 
so frame its policy as to enable further foreign capital to be invested 
on mutually advantageous terms and conditions The First Five Year 
Plan also expressed India’s welcome to and desire to attract foreign 
capital and descnbed the important role it could play. India is happy, 
moieover, that it has a record, since Independence, of political and 
financial stability’ that possibly is nvaled in few underdeveloped 
countnes. 

Those familiar with the outlook and attitudes of leaders of the 


A considerable number of foreign firms and investors are in India, 
although the number is far less than India needs and can provide 
profitable opportunities for. A survey recently reported by the Reserve 
Bank of India shows that from mid-19^8 to the end of 1953 there were 
roughly Rs. 130 crores of (net) foreign investment over this penod, of 
which roughly 40 per cent was reinvested profits and 60 per cent 
fresh investment. 

Since the end of 1953 there has been considerable new private 
foreign investment m India — for example, in oil refineries, in drug 
manufacture, in dyestuffs, in truck manufactunng. There is general 
confidence in India as a promising field for foreign investment and m 
its great future as an expanding market. 

The Government is actively encouraging investment m such essen- 
tial industries, and freely permitting repatnation of original capital, 
reinvested profits and capital gam^ if any Control of capital issues 
and licensing of new industries are common to both domestic and 
foreign investors. 

It is worth noting that the Government has particularly encouraged 
and helped investment of foreign capital in basic industnes. 

For example, from Bntish, American, Gennan and other firms there 
is foreign capital or technical assistance or both, in the manufacture 
of locomotives, trucks, heavy chemicals, and dyestuffs, electrical and 
heavy machinery, and essential drugs. There has also been in other 
fields some gradual change-over from mote purely trading operations 
to actual manufacturing with foreign capital. Here the most important 
example is the setting up, over the First Plan penod, of three oil 
refineries, a number of other proposals are under consideration. 

In the Second Plan, as under the First, particular encouragement 
will be given to foreign capital to establish industnes m collaboration 
with Indian industrialists, and to use Indian workmen and tech- 
nicians. Several major proposals have already taken shape m which 



better seed, better 

CROPS A SAh farmer con 
Irasts the finer quahtr cotton 
produced b\ nerr. improved 
seed mlh the vaeW trom the 
local vanetv he formeilv 
used Improved seed vaneties 
are an important step m in- 
creasing Indus crop vields 
which have been among the 
lowest in the world. 




NEM HOMES. \F\V \ lb 
L-tGES \ supemsoT help! 
advise a Mlb|ei m NlTsore 
State on constructing hi! 
new stone house with local 
labor \earlv 100 000 new 
village homes were buill 
under the vilbge develop 
ment program dunng First 
Pbn rears, with small home 
building loans advanced bv 
the Government. 



\ILL\GES THE OLD \.\D \t the left the mired hue 

common m Indian iilbges bdoic the self help mral impioiement program 
began Todax thousands of siUages like the one at the right base paicd their 
streets, installed drams and provided street cleaning and lightiag services, 
schools and phv^onnds Rebmldmg and reconstiuctmi back-n-ard villages is 
a major aim of India s ntial development program. 



buses with Tata Iron and Steel Company, also at Jamshedpur. Pr 
duction of these trucks and buses has already begun. 

To explore opportunities for expanded foreign investment, th 
Government is underwirting a special study by the newly forme 
National Council of Applied Economic Research ^ on India’s ta 
policies as related to private foreign investment in India. The Indian 
Government is also sponsoring an evaluation of the expenence to date 
of foreign capital in India, with preparation of documented case 
material on investment opportunities. 

TTie Indian Government has also contributed, as one of forty-eight 
countries, to the newly formed Intemahonal Finance Corporation, 
whose objective is to further economic development by encouraging 
the international flow of private funds into pnvate investment. The 
Industrial Credit and Ins’estment Corporation (descnbed on p. 275), 
is also expected to play an important role in bunging together pro- 
spective foreign investors and private entrepreneurs m India. 

With all such means and encouragement, the Government shares 
with Indian private enterprise the hope that foreign capital will be 
invested in India on an increasing scale 

Over the Second Plan, the minimum expectation is for additional 
foreign private investment of Rs. 100 croies. 

Foreign Loans (Nongovernment) 

An important further source of foreign exchange for India’s develop- 
ment is in Joans from foreign lending agencies. The Indian Govern- 
ment has very actively -encouraged an J assisted such loans, both to 
pnvate and to public enterprise. 

The International Bank for Reconstiuction and Development (the 
World Bank) has already provided considerable loan assistance to 

‘ The National Council of Applied Economic Research was set up dunng 1956, 
as a pnvate body with directore drawn froni pnvate industry and Government, 
to conduct economic research for Coiemment and pni-ate industry. 



and Steel Company (IISCO) and a loan of Rs 7.7 crores to the 
Tiombay Power Project of the Tata Hydroelectnc Agency. A third 
loan of Rs 4.8 crores was extended bj' the Bank in March 1955 to 
the Industnal Credit and Investment Corporation of India, a semi- 
official body making loans to selected private investors. The major 
part of all these World Bank loans will be drawn upon dunng the 
Second Plan period 

In 1956, mth the Government’s active assistance, the World Bank 
finali 2 ed a $75 million loan to the Tata Iron and Steel Company 
(TISCO) for its expansion program This is the largest loan as yet 
granted by the World Bank for industry, and the largest single loan 
granted for any purpose to any Asian country. 

The World Bank has sent h\o missions to India over 1956-1957 
to review proposals for assisting railway expansion to relieve the ex- 
pected transport shortage The Bank announced in inid'1957 an initial 
loan of Rs. 45 crores ($90 million) for railway development, and 
further loans are expected. 

The Government is also helping pnvate enterprise to negotiate 
\anous kinds of private credit and defened payment schemes Early 
m the Second Plan the Government began to facilitate offers of short- 
term foreign credit, which were being made available by ov'erseas 
banks to enable Indian firms to purchase capital equipment abroad. 

Foreign Assistance 

India has long realized that the burden of financing its development 
rests almost entirely on its own efforts— indeed, efforts beyond efforts— 
to raise, by higher taxes and other means, the rupees needed, and to 
create conditions favorable to forei^ trade and foreign capital. Any 
assistance from abroad, however generous, can only be small com- 
pared to the vast total necessary to develop the nation and the burden 
that must be borne by its people 



. a m 

nearly Rs. 300 crores were made available for Government develo 
ment programs over the First Plan period. This assistance the India 
Government and Indian people greatly appreciate. 

Many nations have contributed not only grants and loans, but hav 
opened for India, as for other countries, their enormous store o 
scientific and technical knowledge, a resource whose value is beyond 
price. 

For India, the largest single contnbutor was the United States. 
Including the United States Wheat Loan (1951) and the contribu' 
tion of pnvate United States philanthropic agencies, total United 
States aid to the First Plan amounted to Rs. 238 crores, or about four- 
fifths of all foreign assistance received by India over the First Plan 
period. About 55 per cent of the assistance received from the United 
States was in the form of loans. 

Other contributors have been the Commonwealth member nations 
of the Colombo Plan, which provided Rs. 45 crores on a grant basis; 
and the No^^veglan Government, which granted Rs. 6 6 million for a 
valuable project of developing India’s fisheries and fishing com- 
munities. 

Agencies such as the WHO, UNICEF, FAO, and other arms of 
the United Nations, and private philanthropic groups such as the 
Ford and Rockefeller foundations, the Amencan Fnends Service Com- 
mittee and others, have made important contnbutions, very particu- 
larly in the field of technical assistance. The United Kingdom has 
contnbuted principally such technical aid. 

All this foreign assistance has been vitally helpful m the fields m 
which it was largely concentrated rural development, education, ex- 
pansion of industry, mining, railways and power, and public health. 

Some of the Colombo Porvers’ assistance, and m the last two years 
of the First Plan roughly half of United States development as- 
sistance, have been m the form of surplus agricultural commodities, 
which, as mentioned earlier, have not only supplied needed food, but 


forward to some measure of foreign asistance in loans and slants. 

The full extent cf this ard cannot naturally be calculated in ad- 
\ance. Some, howe\'er, is alieadj Imown. The Umted States Com- 
moditv Credit Acreement m August 1956 provided surplus asiicul- 
tuial products to the ^aln^ of Rs. 15“ crorcs m loans and gmats, 
Bntam and the ha\'e promised credits for machinerv and 

other equipment to the \aloe of Rs. 95 crores for the two steel plants 
to which thev are prcmdma technical assistance. .\ reasonable ^sump- 
tion is that the Colombo Ponen will confanue their present Ie\el 
of aid. 

Summmg up India's posibon of late 195“ there is a total foreign 
exchange de£cit cf Rs. l,“i>D crores (about S5 5 bilhon^ sihich 
seems inescapable if prO]ects for the “core” of the Plan, and the 
projecb on which subjtanhil inxostment has alreads been made; axe 
not to sufier .\|amst tins deucit, India has financed <omenhat osor 
half— about Rs 5C0 croms — from its otxtj resources, and Rs 450 
crorcs through foreign assistance m loans and grants, or a total of 
Rs. 950 crores ‘about SI biTuonl. India can draw upon its redured 
sterhng reser.es onh >-en bttle more. It is estimated, therefore, that 
for the Plan to be fulfilled m its essentials, foreign assistance of about 
Rs TOO crores (SI 5 bilhoa), mamh in the form of loans, is needed 

India hopes that ib own cnorts to cam more foreign exchange bi 
increasing its exports wiD be supplemented b\ nations which share 
its concern for the rapid ad%ancemeat of the Indian people, and 
which produce the goods which India so urgent!} wishes to bm, thus 
findmg a was to fill the gap in India's foreign-exchange resources. 



The 


Development Programs 


SECOND FIVE YEAR PLAN, 1956-1961 



SECTION I 


AGRICULTURE and RURAL 
DEVELOPMEN.T 



INDIA'S RURAL ECONOMY AND RURAL PEOPLE 


The Second Plan will spend Rs. 568 crores, or about 60 per cent 
more than was spent in the First Flan, on agriculture and rural de- 
velopment. \Mien the costs of proposed irrigation are added, rural 
expenditures will be nearly onc-fifth of all expenditures under the 
Second Plan. 

Virtually esery major activity of the Second Plan has, moreover, 
been framed to yield liirect benefits to rural India. The Second 
Plan, taken as a whole, has these main targets for the advancement 
of India’s rural economy and its village people: 

All of village India — 325 million people— covered by the rural 
dev elopment program. 

Faster land reform and fairer land distribution. 

Cheap farm credit accessible to all villages, and increased rural 
cooperative services. 

A 28 per cent rise in total agricultural production. 

A 17 per cent rise in agricultural incomes. 

l.b to 2 miTlion more luH'Qme rural jobs. 

21 million more acres under irrigation. 

Every cultivated acre supplied with improved seed and fertilizers. 

A road within five miles of every village io 'veil dev eloped agri- 
cultural areas. 

Rural electrification of 13,900 villages. 

Rural postal and telegraph services expanded, with a goal of 
reaching within five miles of every village. 

3,000 more rural health clinics and an intensified rural health 
program. 

A nation-wide rural housing program. 

Advance of village schools and rural higher education. 

Strengthened village self-government, with panchayats in 244,- 
564 villages. 


Rwi'al India: 

ProUcms, Progress and Targets 


Rural India covers four-fifths of the total population. Its farms yield 
about half the total income of the nation For nearly 250 million 
people agriculture is a means of livelihood; for them and over 50 mil- 
lion more the Indian village and rural societ)’ are a \va) of life 

Despite India’s great cibes, its induslnes, its proposals to intensify 
industT)', India is now and will remain m the foreseeable future a 
predominantly agricultural nation For India, as for almost all of Asia, 
the test of development is the advance of agnculture and of rural 
people. 

In agricultural India crops and climate vary widel}' Fruit orchards 
on the cool Himalajan foothills contrast with hot dry plains in north 
and central India, where wheat, cotton, millets and sugar cane are 
the principal crops Here, aside from a few winter showers, the Jul)- 
to-October monsoons are the only rams. 

Toward the South, in the Deccan plateau, wet and dry lands pro- 
duce cotton, millets and nee. 
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coast, the chief crop is nee, die rams are fickle. 

^^^est\vard, in Kutch and Rajasdian, an encroaching desert pro- 
duces scant wheat and millets for a sparse population. Far to the east, 
near the Burma border, Assam awrages o%'er 100 inches of ram a 
} ear, and produces chiefly nee, and tea on the mountain slopes. From 
densely settled West Bengal, and from Bihar and Orissa, the States 
surrounding Caleutta and shanng its steamy climate, come pnn- 
cipally nee and jute 

For India, as a whole, about 78 per cent of cultivated acreage is in 
foodgrams.^ In value, nee is the leading crop, followed by wheat, 
then sugar cane, ground nuts and other oil seeds, millets and grams 
(foodgrains and pulses) and cotton. Although the total value of )ute, 
tea and spice crops is relatneh small, they are extremely important 
as exports earning foreign exchange 

In spite of differences in crop and climate, throughout India rural 
societ}’ and rural problems are ever^xvhere much the same. 

The t^’pical rural community- is the iiHage, a cluster of small huts 
of mud, thatch or bamboo, or, a few, in the mountains, of wood. 
There are 558,089 ® of these villages in India, 70 per cent of them 
with a population of 500 or less. Most of them, except in the rural 
development areas, are isolated and backward Schools arc few, roads, 
radios and newspapers rare, farming methods pnmitiv’e, and the vil 
lage people at the bottom of the scale in health, sanitation, hteraev, 
income and opportunit)’. 

In village societ) , m its economic opportunities and social distinc- 
tions, status and caste play a large part Most of the villagers are culti- 
vators, and most of these own tihe land they till But 25 per cent of 
village families hold 84 per cent of the land, and possession of land 
IS the common kc) to pnvilege. At the bottom of the social and eco- 

* Land under cultivation is about 40 pei cent of the total land area This com 
pares with 16 per cent in Japan and 11 per cent m China 

* 1951 Census 



ngi lerarc y, vi age society' as nevertheless achieved remark 
able social stability and cohesion. Over the centuries, India’s villages, 
isolated and resistant to destructive wars, to famine and to alien 
values, have been the reservoir and guardians of India’s common 
culture. 

Earlier generations called the Indian peasant farmer “pathetically 
content.” Today, under the stimulus of Independence, with the in- 
centives and help of the rural development program, he has revealed 
aspirations long submerged, creative energies long suppressed, and 
a great resurgent vitality. 

The typical village farm is a subsistence holding, tiny by most 
Western standards and certainly by those of the United States. Fifty- 
three per cent of all farm owners hold less than five acres. In most 
of India, from a third to three-fourths of all holdings— in densely 
crowded Travancore Cochin (now Kerala State) as high as 95 per 
cent— are less than five acres As population grows and lands are 
divided on inheritance, the number of small holdings is increasing. 
An antiquated and feudal land system has for centuries inhibited 
rather than encouraged farm improvement, new investment and 
higher production. 

The small yield of Indian fields, among the lowest m the world, 
IS both the cause and the effect of rural poverty and backwardness. 

Modern knowledge of improved seeds, fertilizers, farm practices and 
implements has not, except in development areas, reached the village 
farmer from India’s agricultural colleges and research stations. The 
improved plows and other implements which helped revolutionize 
agriculture m the West are in use in only a few areas. Use of fer- 
tilizers, though it increased enormously over the First Plan, is still 
one-ninth that of Japan per acre under cultivation. 

India today has more land under imgation from major projects 
than any country of the world, it must have still more. Apart from 
the rain-soaked Malabar Coast and Assam, irrigabon is the essential 



fertilizers and green manures, imgahon to supplement file monsoons, 
and dr^’-farmmg techniques, Indian agriculture has unique advan- 
tages. The warm climate, ne\er touched b) frost, can under irripbon 
produce two and eien three hanests a jear. Plentiful farm labor 
makes possible for many crops a hpe of intensn e agriculture that in 
Japan, for example, has brought am ar m fr yields.^ 

Farm mechanization is not necessanly considered the solution to 
India’s low producbon. For India, mechanizahon is not al\va\-s more 
efBcient, in terms of capita] or labor, nor the necessarily desirable 
goal. In whatever nay land may be distributed under land reforms, 
or whatever new methods of xihage land management may be under- 
taken, the basic unit of culbvabon « ill, for the i-ast ma)onh- of Indian 
farmers, be a small holding leadiK plowed b> a pair of bullocks, which 
cost Rs. 500-750 (S100-S150), and require no fuel, and whose sup- 
plementary farm uses are of great importance 

Tractors desised in labor-scarce countries where \-ast acreage must 
be culbvaled base, however, certain valued uses. In areas infested by 
the destrucbve kans grass, or in waste lands badly eroded or over- 
run by scrub jungle, tractors are essential to clear and to cut deep. 
On India’s few verv large farms, thev have been used with efficienc)'. 

Low rural incomes in any case leave little margin for costl) farm 
implements or even for simple basic improvements In some areas, 
perhaps as man) as 80 per cent of the farmers need loans to buy seeds 
and other essential supplies, and in the past the vallage mone) lender 
has prospered on peasant debts Cheap, accessible rural credit is 
fundamental to rural progress 

The quesbon of cosllv mechanization is seen m clearer focus when 
it IS recalled that one of India’s gravest social and economic problems 
is an oversupply of agncultural laborers, numbenng (with their 

* It IS intercsbng to note that ncc yields per acre m Japan, where cuJbs'abon is 
la^lv by hand, are among the tu^eA in ftie world, and as erage tw o-thirds higher 
than United States mechanized nee culbvation 



or possi y as many as a third, of them are believed surplus to th 
needs of agriculture. The half of them who are also landless canno 
profit from programs designed to advance small farm owners. Man 
of the major challenges of India’s agricultural advance express them 
selves in their most concentrated form in the conditions and im- 
mediate prospects of landless laborers. 

For a few of those who have no land or have too little, the dis- 
tribution of land following land reforms and land reclamation is a 
way out, and as we have seen, India has planned over the future some 
relief of pressure on the land by creating more jobs outside agriculture. 

But now and for some time to come a problem of greatest urgency 
is how to develop a system of efBcient land management through 
which all village farmers— those with larger farms, but particularly 
those with small and fragmented holdings and little capital for invest- 
ment, and those with no land or capital at all— can be helped to 
greater production, income, employment and opportunity. 

In India’s approach to developing its agriculture it strives for two 
basic objectives. 

First, India must bring about the social and economic advance of 
its village people, creating and encouraging a vital, democratic, pro- 
ductive village society. At the same time it must rapidly increase agri- 
cultural production. The prosperity not only of the rural people but 
of India as a whole, and the success of the Second and all future 
Plans, depend on the prosperity and production of agriculture. 

We have seen that m other nations under rapid development, 
efforts to advance rural people while at the same time sharply stepping 
up agricultural production have proved the crucial test of social 
policy, and of social and political stability. 

India has deliberately chosen the democratic process, and put above 
all other considerations the development of the individual. India has 

* AgnculhiKl Lahcmi Enqiniy 1950-1951 The Census of 1951, taken casher. 
and using a less comprehensive definibon of colbvahng laborer, put the figure 
considerably lower. 



t ■ ju a ^ ‘7 sr amounts today to something between two- 

thirds and three-quarters of the ti’orfd’s total population This means that 
the peasantry’s future is going to be decisive for mankind’s, and the cru- 
cial question for the peasantry is how they are to come to terms with the 
modem way of life that has suddenly been conjured into existence by 
the Industnal Revolution In Russia, China and India alike, energebc 
attempts to modernize the peasantry ate being made in our time, but the 
erpenment m India is uniquely important and interesting India 
has chosen the harder and slower vray of trying to persuade the peasant’s 
conservative mind to opt for modemizahon I’oluntarily as a result of being 
rationally convinced of its advantages. It is obviously a matter of immense 
importance . . that this courageous and imaginative Indian expenment 

should succeed ' 

TTie following pages desenbe the methods, the programs bj w'hich 
India attempts to solve by democratic means this greatest of all its 
problems— the advance of its agriculture and its rural people 

THE FIRST PLAATS ACCOMPLISHMEKTS 

On this great problem, the First Plan made an impressive beginning. 
Framed in the 1951-1952 period of acute food shortage, following 
four years of poor weather and unreliable monsoons, the First Plan 
gave top pnoiit)' and nearly one-thud of its total budget to agneuV- 
ture, imgahon, and development of the rural people. 

Indeed, taken as a whole, the most important single contribution 
of the First Plan can be said to be its vigorous and imaginativ’c attack 
on India’s rural problems, its long-static agnculture, its impovenshed 
and backward villages 

The Plan achieved an actual increase of 20 per cent in foodgrain 
production (the target had been 15 per cent), greatly enlarged the 
land area under cultivation and im^tion, initiated basic land reforms 
and launched the dynamic rural development program which has 
begun the rejuvenation of India’s rural people 

• Hincfurtdn Times, May 19, 1957 



gia e wo e. 

1. The Rural Development Program: Of highest importance fo 
the Second and all future Plans, the First Plan set up a fundamenta 
organization — the rural development program and the national ex 
tension semce — which for the first tune m India’s history could reac 
to the villages with the means, the knowledge and stimulation t 
self-help. 

This program, by the end of the First Plan, had been extended to 
nearly one-fourth of rural India— 80 million villagers in 123,000 vil- 
lages — to break the barriers of rural ignorance, poverty and apathy. 

2. Lund Reform; Throughout India, the so-called '‘mtermedianes” 
—the old feudal landlord and lax-farming systems— have been almost 
entirely abolished, with compensation. Land rents are generally much 
reduced, although there is considerable difference between States. In 
all, a positive and appreciable beginning has been made on this most 
difficult and urgent issue. 

3. Irrigation: 16 million new awes were irrigated, or over a fourth 
as many as were put under irrigation in all India's preceding history. 

■4. Land Reclamation: For forty years preceding 1950-1951, no 
large new acreage had been put in cultivation To relieve pressure on 
the land and increase food production, the First Plan m five years 
brought 7.4 million new acres under the plow by reclaiming waste and 
jungle lands, by Iractonng out tbe destructive deep-rooted kans grass, 
by bunding and leveling eroded areas. Altogether 24 million addi- 
tional acres were put into more productive use over the First Plan, by 
land reclamation, irngation and other means 

Although no exact total figure is available, many thousands of acres 
were distnbuted to the landless individually and in colonizing schemes. 
Fifteen million acres of the new lands are planted to food crops, 
the remainder to commercial crops. 

5. Improved Farm Pmctices: Throughout India, but especially in 
rural development areas, a begmning was made to spread the use of 
improved seeds, implements and better farming practices. Although 



hj education and propaganda, the use ot tertUiaen u-as more than 
doubled (610,000 tons at the end of the Plan as against 275.000 tons 
in 1950-1931). In the last years of the Plan, demand for fertilizers 
ran ahead of supply in spite of a sharp rise in production 

6. Agriculhiral Education and Research; A significant advance was 
made m espandmg and strengthenmg agnculhiial education and for 
the first time relating it, with extension trainmg, directlv to the prac- 
tical needs and problems of village farmers. The settmg up of a nation- 
wide rmal system of viHage extension traiTii-no for rural de\-elop- 
ment workers at aH le\-els is one of the outstanding achievements of 
the First Plan \ ears. 

Yet apart from these specific achievements, without question the 
First Plan’s greatest contribution was a nesv, resurgent spmt in mral 
India. The rural problems that remained were unmense and stagger- 
ing still. But rural India’s awakening brought a fresh and \atal con- 
fidence to all of India. It brought a new assurance that solutions to 
rural problems, which have for centimes depressed the economv and 
the nation, can be found m the democratic process, m the awakened 
energies of the village people. 

PROGR.AMS OF THE SECOXD PLA.V 

The Second Plan’s rural programs arc framed with an even greater 
awaieuKS of the close interdependence of agncultuie and mdustnal 
development, the sharper knowledge that a dvnamic. productive mral 
India is essential as a base for India's economic growth Increasingly 
and acutelv, India realizes that without a swift nse m agncultural 
production the Plan itself caimot be fulfilled 

In general the Second Pbn will continue, expand and redouble the 
substantial efiorts and progress begim over the First Plan No new- 
major program is introduced The important new targets are the 



an ess a oier, e expansion of flie luial de\’elopment piogram to 
cover all India, and its intensffied int^rated use as the Icey instrument 
for carrying out all programs of rural advancement. 



Community Development: 
Tim Silent Revolution 


On October 2, 1952, the anniverjan' of Mahatma Gandhi’s birthday, 
India launched a program whose purpose was no less than a rural 
revolution 

What it proposed was to transform the social and economic life 
and outlook of the rural people, raise farm production and incomes, 
and create from stagnant backward villages a vital, progressive rural 
communitj’ It proposed to do all this, not by coercion, but, as the 
“essence of the program,” by self help and participation of the people 
themselv es. 

The community development program, as it is called, was based on 
the knowledge that the advancement of India’s millions of people in 
the villages is imperative to the nation’s social, political and economic 
development It was based on the knowledge that if these people have 
in the past seemed apathetic, or “pathetically content’’ with poverty', 
it IS because thev were for so long not permitted to participate in 
programs for their own improvement 
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en usiasm an energies to achieve their own adv'ancement. It was 
also based on the knowledge that no program for the advance of 
India’s villages could succeed unless it had the wholehearted coopera- 
tion of the rural people themselves. 

The program proposed, under a unique form of organization, to 
bring the people the means and shmulus of self-help in ever^' aspect 
of rural life— village schools, roads, community centers, safe dnnk- 
ing water, better seeds and plows, knowledge of improved farming, 
methods of health and sanitabon. 

But "the community projects,” said the Pnme Minister as the pro- 
gram was being shaped, "are of \atal importance not only for the 
matenal achievements tbe\' will bnng about, but much more so 
because they seek to build up the community and the indindual, and 
to make the latter a builder not only of his own i-illage center but in 
a larger sense of India. . . The pnmary’ matter is the human being 

mi’oh-ed, the man who is going to work, the man who is going to feel 
it and translate that feeling into action ” * 

The program began lo October 1952 in 25,000 villages, at the end 
of the First Plan in April 1956, it had reached 123,000 nllages and 
80 million people, just under a fourth of all villages m India. 

The program’s possibilities svere soon widely recognized 
"For the first hme, it may be said with truth that we tackled the 
mral problem in a realistic wav,” said the Pnme Minister in 1955. 
"This was not merely from aboie but rather by inducing the people 
themselves to solve then own problems Something life giving went to 
them and their e)es bnghtened and their arms began to function 
and their muscles became stronger A process of rejmenation set 
m.” 2 


The program’s approach and methods are based largely upon et- 
periments made bv Rabindranath Tagore, bv Mahatma Gandhi, and 
' Pnme Minister Nehru, at the Fust Development Commissionen’ Conference, 
May 7, 19;2 

* Pnme Minister Nehru, Message to the Fourth Development Commissionen’ 


Conference, 1955. 



\> u^i juisnes me community de\'elopment program from 
efforts of the past is its organization and scope, its methods, and 
its purpose. 

Under the program, ‘Tilocb” of roughly a hundred \'illages (about 
60,000 to 70,000 people) are taken as a development unit, an area 
for intensive effort. Concentrated in each block, under a block de- 
velopment officer, are the technical specialists and the funds to bring 
the villagers both the knowledge and the means to advance in everv 
aspect of their life — educahon, health, agnculture, animal husbandrvv 
village industr}’, housing 

^\^lat early experiments had made clear was that all aspects of rural 
life axe so interrelated that there could be no permanent advance in 
health, for example, or agriculture, if each were dealt with separately. 
Ever)’ block therefore makes an intensive coordinated approach to 
raising the level of rural hfe as a whole— stressing the building of a 
new school as much as the introduction of improved seeds and fer- 
tilizers, improved sanitation as much as the building of new roads 
or w ells. 

The agenc)' of community development is a national rural exten- 
sion sj'slem India’s nahonal extension service was founded in 1953 
and is regarded as one of the most significant achievements of the 
Pint Plan v ears. The service drew for inspiration on the experience 
of rural constructive workers stimulated by Tagore and Gandhi, and 
on the agncultural extension svstem widely used in the West and m 
Japan. Its essential method is education and persuasion; never coer- 
cion or dictation. Its incentive is the advancement both of the 
individual and of the communitv. 

The kej’ agent at the village level is the mulh-purpose village 
extension worker, a voung man, usually with high school education 
or better, who has been especially trained m mral extension work 
Young women are beginning to be used to do home extension work 
with farm wi\es and families. 



ami lar o ex ension wor in the West— field 
demonstrations, individual talks and group discussions, audio-visual 
teaching, approach to villagers with help on felt needs in order to 
awaken new needs and interest in change. 

Trained as a multi-purpoSe worker, he bnngs help and information 
on improved methods of cultivahon, on health care and sanitation, 
on cattle diseases and their prevention, and so on. Working through 
village leaders, he enlists the interest and participation of the village 
as a whole in change and progress. 

As needed, he calls upon the funds and technical specialists from 
the block headquarters Each block has specialists m agriculture, 
animal husbandry, cooperatives, and so on, provided by the respective 
State departments; and may also draw upon the District specialists in 
health, education, public works and the like. 

Hie essence of the program is its dependence, its insistence, on 
self-help and participation of the people in their own progress. Early 
experiments in rural improvement had shown that "unless people feel 
that the program is theirs and value it as a practical contribution to 
their own welfare, no substantial results will be gained.” ^ Its revolu- 
tionary character lies precisely in that it has succeeded in awakening 
this participation and organizing it on a national scale. 

On the one hand, participation is individual. New seeds, ploivs, 
fertilizers are made available (free in experimental amounts, at cost 
for larger amounts) to the individual farmer; he is shown how to use 
them, and makes his own decisions to adopt them on his field to 
better his yield and income. 

Participation is also of the group— the village. An eminent rural 
sociologist of the United States, who recently studied the program, 
points to one of the most significant aspects of the program when 
he suggests that "India’s community development extension program 
is based on the knowledge that adoption of improved practices by 

* First Fne Year Plan {Goiernmcnt of India, 1952), page 223. 


as icu hire, Health, and so on. 

The District Collector, as we have seen, has the responsibility of 
coordinating all development activities in the District. He is the leader 
of a team composed of representatives of s-anous development 
agencies. To a large extent the District plan is woven round the com- 
munity development program. This program itself has already gone 
a long way m integrating the work of all the agencies in the District, 
and in secunng popular cooperahon in carrying out their programs. 
District Deputy Collectors have been given special training to 
serve as what are called project officers, who closely and directly 
supervise the work of all block development officers m the blocks 
under their jurisdiction. 

At the Distnct and State and block levels there are advisory com- 
mittees composed of public citizens as well as of officials who review 
and suggest development policy. The need to strengthen these public 
advisory bodies has already been mentioned 
There are now two types of blocks— the intensive and the less 
intensive, called, tespectiv-ely, the Community Development (CD) 
Blocks and National Extension Service (NES) Blocks. The organiza- 
tion and methods and purpose of both are identical, the intensive 
Community Development Blocks have more funds for health and 
education and for rural arts and crafts. The NES Block represents 
the normal and pennanent pattern During the Second Plan at least 
two out of every five NES Blocks are to be converted into intensive 
(CD) blocks, mainly on the basis of achievement. 

By the end of the First Plan, there were l,Z00 blocks, of which a 
fourth were “intensive”, by the end of the Second Plan, 3,800 new 
blocks will be added, of which nearly a third will be intensive. 

Funds for the program are provided in the plans of States, and 
the Central Government contnbutes to this as to other development 
programs in the States ^ Under the Second Plan, when the program 

‘ Seventy-five per cent of all non recuinng expenditure and half of the recur 
nng, with the States providing the balance 



States. Over the First Plan the expenditure by State and Central 
Go\eminents was only Rs 6 (about $125) for each of some SO 
million people to whom it brought opportunih’ and means of ad- 
\ancement 

A new and nation-wide framing s\stem had to be set up to meet 
the needs of this \ast development program. 

Some specialized training was of course required for the thousands 
of multipurpose village lev el workers needed Extension training 
cenfen, giving a six month course in extension methods, agriculture, 
rural health, hteracv, animal husbandrv, and prachcal village work, 
were set up all over India. Bv the end of the First Plan there were 
forh -three, which together had trained 1 5,865 ^ village workers. 

In 1955 tvventv-five centers for training women for village extension 
work were set up, as more and more development workers realized 
that an approach must be made to vilbge women if rural family 
living standards were to be raised Simultaneously, to guide these 
women’s centers, an office of Home Economics Extension was set up 
in the Central Food and Agnculture Ministry— India’s first organized 
national bureau of home economics 
Regionally throughout India, centers were set up for training, m 
two to six-month courses, other kinds and levels of workers block 
and project officers, rural health workers, the social education or- 
ganizers who are concerned vvith group organization and literacy 
teaching. Five agncultural colleges added extension departments, so 
that new agncultural students might learn the extension approach 
needed, fienceforward, rn alt agncaffucaf poste 
As the development program progressed, it became clear that the 
village extension workers needed more general agncultural training 
before their SLvmonth special extension work, and forty-eight “basic” 
agncultural schools were set up for the purpose 
Under the Central and Slate Ministries of Health, midwives, 
nurses, lady health visitors, rural health workers of all levels began 
* As of March 51, 1956 



programs, field-study tours were organized for top-level as well as for 
lower echelon development officials and workers to help stimulate 
the exchange of experience, ideas and cnticism essential to make the 
total program constantly dynamic, refreshed and growing 
Under the Second Plan 200,000 new workers will be needed at all 
levels. To help tram them, the number of extension training centers 
will be brought up to sixty-one, the basic agricultural schools to 
ninety-five. 

ACCOMPLISHMENTS OF THE PROGRAM 
India’s community development program has been subject within 
India to continuous review and evaluation bv the Programme Evalua- 
tion Organization, especially created in the Planning Commission for 
this work m 1952 It has also attracted the interest and study of rural 
sociologists, extension specialists, official and non-official community 
development experts from many countnes 
Some visiting students of India’s rural program have said it is "the 
most significant experiment in economic development and social im- 
provement in Asia at the present time.” India was also interested in 
th^ comment of Professor To>'nbee “TTie practical idealism of this 
great Indian enterpnse may be going to bring about one of the most 
beneficent revolutions in the peasantry’s life that have been known 
so far in histoiy " 

While India is too aware of the human and organizational prob- 
lems yet to be solved to accept such comments without resemtions, 
it is commonly agreed that the community development program 
has so aroused the enthusiasm and parhcipahon of India’s villagers 
as to constitute a genuine people’s movement, a true, if silent, revo- 
lution. As the Pnme Minister said “Something life-giving went to 
them. ... A process of rejuvenation set m” Many villagers have 
been heard to say “We were dead, and now we live.” “We were 
slaves, now we are free.” 

Statistics give only a mechanical, partial view of what the program 



of values, and 15,000 new schools lia\e been started. School attend- 
ance in some areas is two to four times as high as before. A million 
people have attended literacy classes. While improvement in health 
and sanitation has generally lagged, o\'er 1,000 health and maternity 
centers were set up, 101,000 wells built or renos’ated, 92,000 ne^v 
homes built and another 35,000 unproved. 

Some 56,000 miles of wllage roads have been built or improved, 
providing m some cases the villagers’ first road links to the outside 
world 

To improve crop yields, over 9 million maunds (321,429 tons) of 
fertilizen and 4Vi million maunds (160,714 tons) of improved seed 
vv’ere distnbuted Nearly 2 million acres were brought under imgation 
either by sinking new uells or by minor works. 

Villagers have joined in community achvihes. many for the first 
time Ninety-five thousand community centers, 69,000 village clubs 
and organizations of farmers, of young farm people, and of women 
have been started, and some 34,000 panchayats and village councils 
have been created as actual or potential village governments 

Every road, school, health or community center has been built m 
large part by the people themselves through contnbutions in cash, 
labor or kind The total contribution of these villagers to building and 
all activities under the program equals one half the total contribution 
of the Government. 

Some blocks have, of course, done more successfully than others 
In the best, the considered opinion is that living conditions are now 
tending toward favorable comparison with those of small towns m 
terms of education, health and other amenities. 

Striking as these achievements are, careful analysis by the Pro- 
gramme Evaluation Organization and independent specialists, Indian 
and foreign, emphasizes that the program needs strengthening on 
important fronts. 

\Vhile the new roads, schools and health centers fulfill real needs 



India’s leaders of the program believe there has been overemphasis on 
these physical accomplishments. More emphasis is needed on de- 
veloping the people, and specifically on developing local leadership 
and organizations which can guide responsible group action m a 
d}Tiamic people’s movement 

The Indian Government is also concerned that the program has 
not done enough for increasing farm production and rural employ- 
ment. More needs to be done to help the landless and the rural un- 
emplojed, the socially disadvantaged The program also has shown 
up the need for closer, more effective coordination of the State 
technical specialists and departments with the community program, 
for strong technical cadres at every level, and more of them 
closer to the villages 

PROGRAM FOR THE SECOND PLAN 

Under the Second Plan the community development program is to 
be extended to all of rural India Its organization will be used as the 
principal medium for carrjing out all important efforts designed to 
increase agricultural production and assist the rural people 

In view of the Second Plan’s high pnonty on a very rapid m 
crease in agricultural production, village extension workers will in 
turn put their highest pnonty on agnculture Definite targets of 
production will be set for each group of villages under the worker’s 
charge. 

The development program throughout will work m closest integra- 
tion — “a kind of maniage” — with the agricultural departments and 
other revelant Ministries on these further rural goals of the Second 
Plan: the development of cooperatives; strengthening of panchajats 
as organizations actively responsible for village development and, as 
further expenence is gamed, for land management, consolidation of 
landholdings, development of village and small scale industry, special 
programs for the weaker sections of the communit)'— landless laborers, 



An experimental ^illage-mdustry program has already been launched 
in hventj'-six development blocks throughout India Under discussion 
is a pilot experiment in cooperatix'es; cooperative farming will also be 
undertaken m selected blocks, and a coordinated effort on rural 
housing has already been initiated in de\'eIopment areas. A program 
has been started for training 34,000 rural schoolteachers as %allage 
leaders in development work 

As the community dex-elopment program grows in scope and activ- 
it)’, it presents a tremendous challenge in organization to the Indian 
Government and to the Indian people. It is of highest importance 
that, more and more, the program stimulate and guide the villagers 
themsehes to take initiatne, to assume leadership and responsibility 
for their own development 

For India, as for other underdeveloped nations, the community 
development program is not an end product, but an instrument of 
development placed in the hands of the people It is the means 
through which the rural majority can gam new strength, skill, pro- 
ducbvity, self-confidence and the democratic vitality essential to push 
ahead the nation as a whole. 

The success of community development therefore determines to a 
greater degree than may be realized the prospects of achieving both 
economic progress and social and political freedom. 

As India extends this program over all of rural India, it does so in 
the conviction expressed the Prime Minister 


I think that the most significant development of these vearj has been 
in the domain of Community Pro|ects and the National Extension 
Sen’ice Apart from the practical results which have been achieved, and 
these are both visible and considerable, there is something even more im- 
portant, even though it cannot be measured and weighed This imponder- 
able factor IS the spint of the people, the removal of inertia m thought 
and action, the development of a team spint m national work and the 
sense of partnership of the people in great undertakings 

This represents the new dynamism which is so essential to all progress 



ure y over erast an o n ia. 

It is because of this that the Community Projects and the National 
Extension Service have become, more than anything else, the symbols of 
the resurgent spirit of India.* 

* Pnme Minister Nehru, to the Fourth Development Commissioners’ Confer- 
ence, Simla, May 1955 



Laud Reform 


Hcroeier great the aehia'ements of the rural de^^Iopme^t program, 
without doubt the greatest challenge for India, as for other Asian 
countnes. is how its land, so scarce, <o precious, so ntal to ^e hi-es 
and lii-elfhood of the people. Ina^ be most fauk shared and most 
emcientk used 

In an old countiT the land srstem is a product of histon It reflects 
the nse and fall of longdoms, d-vnashes and bibes Until the second 
half of the nmeteentb centmr. from tune to time the peasant farmers 
in difcrent parts of India had to bear the burden of 'vvars between 
m-al nobles and chieftains Dimng times of peace peasants prospered, 
when peace was disturbed there was mach suSenng Yet during tho^e 
centnnes there was enough land to go round, m e\-sn part of India 
groups of fanners could find new land on which to settle and form 
new Milages. 

Howei-er, with the rapid moease m popnlabon, introduction of 
ISO 



ions, an an t e prodoce from it grew more 
\-aluable, and landlords and monej^d men made harsh exactions from 
the tiller of the soil, in spite of earlj efforts to protect him. As it de- 
\eloped in manv parts of the countrj*, the land si'stem impo\enshed 
the farmer, neahened his initiahse and held bact agncultural prog- 
ress. For years before Independency “land to the tiller” was a mdely 
accepted platform 

A few facts mil set the picture of India’s chief land problems: 

First, nhile India is a land of small peasant omiers, and though 
there were few ven laige estates, nevertheless there was much in- 
equaht}* of landowTtersbip. As a rule, same three-fourths of all far ms 
are of less than ten acres On the other hand, though there are dif- 
ferences m each State, perhaps a third of all land is held by a few large 
owners in farms of tbirtv acres or more. 

Second, until recenth roanv of the larger owners did not them- 
selves cultivate or manage their own farms nor did thej' mvest in 
improvements. In some States as much as one-half, in others up to a 
third or a fourth, of the area held bv landholders who owmed more 
than SKt)’ acres was cultivated bv tenants UnIiJ.e the small owners, 
who woAed their own land, more and more of these larger owmeis 
went to the cities as absentee owners, their farms w orbed bv tenants, 
sharecroppers and laborers. 

Third, there have been insecunties and mjusbces m the nghts of 
India’s many tenant farmers and sharecroppers, and since Inde- 
pendence almost everv' State has enacted new legislation aimed at 
giving them secuntv and a fair livelihood Most tenants have had to 
pay in rent or crop shares up to as high as 50 per cent of their ban est, 
and some even more In denselv populated rural areas many tenants, 
on the will of the owners, could be deprived of the land for die next 
harvest season. 

Further, the average holding for most farmers, whether owner or 
tenant, is, as we have seen, too small to be economic— that is, to yield 
enough crops or income — and is constant!} made smaller and more 
fragmented as land is dmded bv inhentance. Over the greater part of 



and together account tor Jess than a htth of the cultivated area. 
Among these, an a\-erage farm seldom exceeds two acres. 

Further, while redistributing land will help farmers share more 
equally, there is too little land to go round es'Cn if it is fairly divided, 
and only a small proportion of the landless can hope to benefit. 

Finally, land in India, as elsewhere m Asia, is the main source of 
wealth, of income, of status, of opportunity. Those with no land or 
with too little are not onl>’ at the bottom of the social and economic 
scale but lack essential means by w'hich they can rise up the ladder. 

WTiat India hopes for is an agriculture based pnmarily on fair and 
healthy peasant ownership and ser\-ed by vanous voluntarj’ coopera- 
tise sociehes In a nation dedicated to the advancement of all its 
people, and pressed to proside social justice under democracy— and 
where, moreover, eieiy incentive must be used to increase farm pro- 
duction-land refonn takes on a crucial significance. 

In 1949 the Prime Minister told the United States Congress: 

One of the mam causes of social instability lo many parts of the world, 
more especially m Asia, is agranan discontent due to the continuance of 
systems of land tenure which are completely out of place in the modem 
world. In a country of which agriculture is still the principal industry, 
land reform is essential not only for the well-being and contentment of 
the individual, but also for the stability of societj’ ^ 

Land reform is indeed, for India, the question where the issue 
between the "haves” and the “have nots” demands the most urgent 
attention At perhaps no point in India’s economy is there more clear 
conflict of interests than between the larger landowners on the one 
hand and the tenants, sharecroppen and landless laborers on the 
other. 

India is aware that history’s record of peaceful land reform is scant. 
In most countnes in the past, deep-sealed WTongs m the ownership of 
land, and m the power exercised bj' landlords, led to political up- 

« Washington, D C . Oct 15. 1949 



LEARiVLNG A CRATT \ >onng nlbgcr gets a lesson in chair making at a 
craft baining center in southern Bomba) State. Chair making, leather and metal 
work and neaWng are among the principal crafts taught at these indnstr} centers 

YOUNG FARMER'S PRIZE Fann )outh groups, patterned on the -t-H 
clubs and similar groups m the United States and elsewhere, are being formed 
in man) Indian rural deselopment areas Tbis SiVh member of a \oung farmers' 
club in the Punjab proudls exhibits the potatoes which won bun first prize in 
a District contest. 

RECREATIOy FOR VILLAGE \'OV\GSTERS A nllage extension worker, 
In Bidar, Mysore, teaches games to a children's recreation club He has helped 
organize the club as part of a nfbge development program s effort to enrich 
rural life. Clubs formed for older boss are active m social semce as well as in 
sports and games. 
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1 an su ermg. n most estern nations in the past, 
land reforms followed only on independence struggles or civil revolu- 
tions. 

India has rejected class conflict both as a philosophy and as a 
method of achieving social and economic change. India has chosen 
the democratic process and the peaceful democratic way. On land 
reforms, this decision means that India must work out entirely new 
approaches to an issue long hnked to conflict and violence. 

In evolving these new solutions, India svill, to use the Prime 
Minister’s words, follow “the way Gandhiji Uught us— that comhina- 
tion of firm adherence to principle and objective and jet a friendly 
approach even to those who differ and whose interests clash with that 
objective.” ^ 

It may be true that, at first, such methods wll bnng less rapid 
progress on land reform than methods of violence. But India believes 
that democratic change, won by non-violence, is more successful in 
gaining the acceptance of the people, and thus more enduring and 
more successful from the point of view of final results 

The land reform efforts begun since Independence and even earlier, 
and earned on over the First Plan penod, have been aimed at chang- 
ing the worst features of the antiquated land stmeture which had 
been in large part responsible for the plight of the small farmer. They 
have been aimed as well at a reorganization of agriculture for more 
efficient and economic farming. 

Since India’s land system is I'cry different from that of most coun- 
tries, at least a brief and oversimplified picture will be needed of 
some of its peculianties, so that the meaning and importance of 
recent land reform measures may be understood. 

It should first be said that m India, under a tradition ertending 
back over many centunes, the State is considered the “ultimate 
owner” of the land. Actually and in fact, until the end of the 
eighteenth century, the indindual farmers who tilled the land were 

' Pnme Minister Nehru, letter to Presidents of State Congress Committees, 
March "b, ^^>5 



as “intermediaries,” that is, intennediate between the owner or 
tenant and the State as “ultimate owner*’ of the land. 

It was these various “intermediaiies” and superior landlords whose 
links with the rural people and with farming itself gradually weak- 
ened, and who were or became by and large the non-cultivating and 
absentee landlords who have characterized much of Indian agricul- 
ture. It was their sub-owners and tenants, with layers and layers of 
intermediaties on their backs, who had neither the money nor the 
incentive left to improve their fanns or crops In general they could 
farm only for subsistence. Many owners, falling behind in their rent 
or into debt, lost then lands to become tenants or sharecroppers. 

At the same time, throughout India, outside the zamindari and 
tax-farmed areas as well as within, as population and demand for land 
increased, myriad forms and systems of ownership, sub^3wneTship, 
tenancy and sub-tenancy grew up, complex m the extreme, and 
differing in detail from area to area. All ser\ed generally, however, as 
m the zammdan areas, to make the tenant more msecme and bur- 
dened with rent. Here too many owners lost their lands to village 
moneylenders, and more and more land passed into the hands of the 
larger landlords who did not till the soil. 

Any effort at land reform had 6rst of all to deal with the evils of 
the zammdan and the tax-farming systems, and to protect the tenants 
Indeed, the British Government began some reforms in Bengal as 
early as 1859, and later made even more vigorous efforts, as the evil 
system showed itself in an increasingly depressed and impoverished 
rural people, and in abnormally low yields per acre. 

Some of these reforms were successful, and by 1947 many tenants 
of the intermedianes had acquired at least permanent and hentable 
Tights, often rights of transfer as wdl; some rents were also regulated. 
In some of the princely states, however, feudal tax-farming systems 
conhnued, extortionate rents and evictions were common. 

For the new and independent India, land reforms, and first of all 
the abolition of the mtennedianes, became a matter of highest 
prionty. 



o\-er, under the Consbtutioli, land legisbtion falls under the jurisdic- 
tion of the States, and the maioi boiden of leform on the State 
administrabons and legislatures The role of the Central Go\ eminent 
and the Planning Commission has been to de\elop a common ap- 
proach, haMng popular support, which could be adopted in each 
State as part of the nabonal Plan, with due regard to local needs and 
condibons. The accent of the approach was a positne, not negative, 
one, emphasizing the need for increasing agnculhiral production, and 
bnnging about more equalib and social justice. 

E^■en before the First Plan was issued, hotte\-er. se\eral States had 
adopted legislation for the abolition of intermedianes— Bihar, 
Bomba\, Madhia Pradesh. Madras. Uttar Pradesh. Hvderabad and 
PEPSU. Carrying out of the legislation in Uttar Pradesh and Bihar 
was, ho^ e\'eT, dela^ ed because the zamindars Mgoroush contested its 
\ alidih'. 

TTie First Plan, rihich came into operation in April 1951, laid down 
the basic principles of land reform for the entire country 

The mam land reform recommendations of the First Plan were: 

1 Abolishing, in zamindan areas, the intermediaries between the 
State and tillers, 

2. Tenanci reform, to reduce rents and give tenants an oppor- 
tumti’ to acquire permanent nghts o^er the land b\ pa\-ment of fi.\ed 
compensation, subject to the landlord’s right to resume a certain area 
for his personal cultiration, 

3. Fixing ceilings on holdings, 

4. Reorganizing agriculture, by consolidating small holdings and 
pre\'entmg further fragmentation, and b\, the de\elopment of co- 
operah% e Milage management and cooperah\ e farming 

A Central Committee for Land Rcfoim was constituted by the 
Goi’cmment m Ma\ 1932, consisting of the Chairman and members 
of the Planning Commission, as well as the Ministers for Home 
Affairs and for Food and Agnculture, to guide examination of reform 
proposals of the State Goiemments A Panel on Land Reforms, m- 



May 1955 to review progress and make recommendatioiis for the 
Second Plan. 

On the whole, the First Plan made measurable progress in land 
reforms, though not as far-reaching or as rapid as was hoped and as 
is necessary. The achievements of the First Plan years and the Second 
Plan’s recommendations may be summanzed as follows: 

Abolition of Intermedianes: The former "intermediaries” of the 
old zamindari and other tax-farming systems had by the end of the 
First Plan been almost entirely abolished. Only a few small spots 
remain where further action is needed. 

In bnngmg about this basic reform, India has proceeded legally 
and with widespread public support. No confiscation was involved. 
All intermediaries have been awarded compensation for the giving 
over of their lands— to a total of Rs 615 crores^ The payments, 
usually fixed at a multiple of the intermediary’s former annual net 
income from his holdings, are generally being made m negotiable and 
transferable bonds payable over hvenly to forty years Some pay- 
ments are also being made in cash Generally, home-farm lands were 
left with the intermedianes; their "common” lands (waste lands, 
forests, and so on) were transferred to the Government 

All other land which was formerly under the control of the inter- 
mediaries IS now held directly from the State by the small owners 
and tenants who had been farming it The intermediaries are no 
longer on their backs 

Here a point should be made clear. All landowners, whether large 
or small, new or old, continue to pay the State rent on the land, as a 
form of land tax With the intermedianes abolished, however, the 
owners pay their rent directly to the States instead of to the inter- 
mediaries as before, and m some cases the new payments have been 
reduced from the former rents. It is out of the rents of the newly 
freed owners that the States are now paying compensation. 

Rights of Owners: With the intermediaties gone, the many former 
complex varieties of tenancy and sub-tenancy have not only been 

* Fifty three per cent of this is m Uttar Pradesh and Bihar 



the nght to do so. 

For these new owners the present need is for some uniform pattern 
throughout all the States, determining their rights and obligations. 
Measures are needed, for escample, to enable them to mortgage the 
land to obtain loans from Goiemment or cooperative credit organiza- 
tions \Mth the land as secunU, and also to lease it out under special 
circumstances. In some States these nghts are not now permitted 

Another particular!! important need is for some regulation to pre- 
\ent further fragmentation of small holdings, as lands are dmded 
upon inheritance Some States ha!e such laws, but the! have found it 
difficult to enforce them. 

Temnc\ Reform: \\Tnle mam former tenants m-chief of the inter- 
medianes haie become owners, a \er\ large number of tenants and 
sub-tenants remain Some, as m Delhi State and Uttar Pradesh, ha\e 
been gnen permanent nghts and secuntv. In India as a uhole, how- 
e\er, protecting tenants against enction and ginng them some secure 
nghts in the land are nou considered among the most pressing land 
reform issues In the past seieral lears such evictions have demanded 
attenbon The reasons for them, and the measures proposed for con- 
trol. are discussed below 

India has made some progress in assuring tenants of fairer rents 
The Fint Plan had recommended that a fair land rent should be one- 
fourth to one-fifth of the gross produce \\Tiile some States (Bombay 
and Rajasthan) have revised rents to as low as one-SL\th, rent legisla- 
tion is verv uneven and some States lag far behind For example, in 
Madras State the rent is sbll high — one-third to tvvo-fifths of the 
produce; in the Punjab and Bihar, a third, m Andhra, West Bengal 
and parts of Kerala up to one-half 

Measures to help tenants become owners are also urged in the 
Second Plan Here progress has been slow, and few tenants who have 
had the option to buy have exercised it. One of the reasons is sheer 
inabiht)’ to pav . 



tenants can, as thej’ pay the reduced rents, pay an additional sum as 
an installment against purchase. The combined rent plus installment 
payment should be held to one-fourth or one fifth of the produce. 

Absentee and Non Cultivating Landowners- The abolition of inter- 
mediaries does not mean the abolition of all landlords. Large and 
middle-sized landholders continue in India, as mentioned earlier. 
Many of the large holders, moreover, and even some smaller owners 
as welX have, as we have seen, either been absentee owners or did not 
themselves cultivate their own land, but very commonly had it farmed 
by tenants. 

Nearly all land reform proposals in India as elsewhere recommend 
that land go to the actual tiller, since bona fide personal cultivation 
of land by its owners is important and desirable But in India the 
issue IS a thorny and difficult one, and raises real problems as between 
India’s many tenants, who have some traditional nghts in the land, 
and the landowner who wishes to cultivate personally. 

Two key questions thus arise How much land should a single 
landholder be entitled to resume for personal cultivation’ And what 
if any protections may be given the tenant whom he may displace’ 
If nothing IS done, the big landlord wall stay big, although at least 
he will be actively cultTv-almg or supervising his own farm. But the 
tenant vsould lose out entirely, to become a landless laborer. In short, 
as far as the small tenant farmer goes, land reform would have hurt 
rather than helped 

Today, under public pressure and expectation of legislative action, 
large owners tr)' to establish their role as actual farmers, taking over 
for personal cultivation the land formedy leased to tenants. As a 
result in certain areas there have been some evictions. These some- 
times take the fonn of “voluntary surrenders” of tenancy nghts— a 

‘ To make this possible the Second Plan also recommends that all tenants, of 
lands which are not to be taken o\er for cnlbvation by the landlords themselves, 
rent directly from the State This has already been done in Delhi, U P., and 



separately taken over or resumed separate parts of the family’s land, so 
that each might be classed as an indiMdual cultivating owner. 

Definitions of “personal cultis-ation,” and rules for resumption of 
land and protection of tenants, are therefore of urgent importance. 
As a solution to the first of these problems, the Planning Commis- 
sion recommends that personal culh\-ation be defined so as to provide 
that the entire risk of culti'mtion is borne bv the owner, and that the 
owner at least personally supervises farm work and resides m the 
Milage the greater part of the agncultural season. 

Next, the Commission recommends that some ceiling be set on the 
amount of land a landholder may resume for personal cultisation, 
with distinctions for large and small owners. If there is a tenant who 
would be dispossessed, e\en when this ceding is observed, the ceding 
should be lowered to lea\e the tenant, where possible, w’lth at least a 
“basic holding ” ^ \^^lere the farm is so small that the tenant would 
be left out altogether, or left with too little land, the Second Plan 
suggests that the States find land for the tenant from reclaimed lands 
and so on, to gi\e him at least a basic holding 

The Second Plan also suggests that some time limit be set on the 
period in which a landlord may exercise his nght to resume The 
recommendation is six months to appK, fixe years actually to resume, 
dating from the time the resumphon becomes effectixe. 

To protect tenants against exaction, legislation has been passed in 
x’arious States On the whole, it has not been effectixe or w-ell 
enforced The Planning Commission rwsromends that evictions 
should be stayed except on nonpayment of rent or misuse of land, 
that all evictions oxer the past three or four years be re examined, that 
all “voluntary” surrenders be considered x-alid only if duly registered, 
and that a landlord may take possession only of as much land as he 
has a nght to resume under w’hatexer ceding is or may be imposed. 

The Planning Commission also recommends to the States that, on 

' “Basic holding,” a term used m land legislation, defines a minimum area 
needed for profitable cultii’ation 



tenants should have continuing possession, the right to inherit, and 
sufficient right to mortgage the land to obtain farm credit with the 
land as securitv. 

CeUings on Holdings \\hthout doubt, the most controi’crsial land 
reform issue is the recommendation, made officially in the First Plan, 
and again in the Second Plan, that there should be a ceiling on the 
amount of land anv indindual mav hold, so that the amount above 
this ceiling mav be re-distnbuted to tenants and landless farmers, and 
bring about more fair and equitable ownership. 

The proposal has a long histon. and was one of the major reforms 
lecommended as India became independent 
Here again two questions anse WTiat ceding should be imposed on 
future land acquired’ WTiat ceding should be imposed on existing 
holdings’ Even before the First Plan, Uttar Pradesh had set a ceiling 
of thirty acres on all future lands acquired. Other States have since 
adopted similar legislation, with varying ceibngs. In general the prin- 
ciple of limiting future purchases is vvidelv accepted 
Not unnaturally, the possibility of imposing ceilings on existing 
holdings has evoked apprehensions among large landholders Alread) 
efforts have been made, as we have seen, to escape a future ceiling by 
distnburing ownership of large holdings among individual members 
of joint families who ordinanh hold land in common 
It is generallv agreed, however, that the supply of land is so limited 
in relation to the ever growing number of people seeking it that 
a ceding on individual holdings would make for a more fair and pro- 
gressive land system 

There are considerable technical, as well as social and political, 
difficulties in imposing land ceilings. WTiat is required at the start is 
a clear deSnition of what ceiling is not only fair but economic. 

Ceilings must necessanlv differ for different regions, for vanous 
kinds and qualities of land, imgated or non-imgated lands, and so 
on It is generally believed that the ceiling should consist of three 
“family holdings,” or roughly three tunes a work unit for a family of 
average size. 


as to income yield. This stud) is now being made. 

Certain t}’pes of holdings should, it is generally agreed, be exempt 
from ceilings. Among these are the large tea and coffee plantations, 
orchards, cattle-breeding farms— all of which are generally more 
integrated operations; large sugar-cane farms lun b}' sugar factories; 
and large, compact, e£5ciently managed farms whose breakup might 
lead to lower production 

^\Tien ceilings are imposed, land left oier is to be acquired and 
paid for by the Gos’emment, generally in compensatory bonds. The 
lands will be redistributed to new small owners, who should pay rent 
to the State not to exceed the recommended fair rent of one-fifth to 
one fourth of the produce The compensation to the former land- 
owners mil be made out of these rent paj-ments 

In redistributing lands acquired by the State by this or any other 
means, the Second Plan recommends that farmers with uneconomic 
holdings and landless workers be given first preference, in the interest 
of social ;ushce. 

Ceilings on exisbng holdings have now been imposed in six States; 
for e.«mple, West Bengal has set a ceiling of tuent>-five acres, Assam 
of fiftv' aaes, PEPSU and Himachal Prad«h thirt)’. Enforcement on 
a national scale is clearh something that will come gradually, as 
democratic pressure and persuasion conbnue to reconcile the large 
holden to the seemmglv mevatable shanng of land, and as a climate 
IS created for effective compliance 

It IS for this Utter reason that there has been particular interest in 
the bhoodan land reform movement led bv Acharva Vinoba Bhave, a 
social reformer and a disciple of htahatma Gandhi Tlie movement 
began m 19?] iii the Telangana area (then in Hvderabad State, now 
Andhra) where an oppressive tax fanning svstem had impovenshed 
the peasants. It has since spread over much of India, especialU where 
the land problem is acute 

Vinoba Bhave, walking from village to village, has asked m each 
that laige landowners give a land gift (bhoodun) for the landless 



one sixth of their land for redistnbution. Later, gifts of whole villages 
(grflmdan) ha\e been asked from flie landholders, large and small, 
who own land m villages 

By mid-1957 more than 4 million acres of land had been so given 
and some 2,000 villages, the largest number being in the tribal areas 
of Orissa. About half a million acres had been distributed to the 
landless. The movement, by highlighting anew the Gandhian ap- 
proach of social justice, of die responsibility of the privileged to the 
underprivileged on which India’s land reform is based, has un- 
questionably helped produce a climate of acceptance of peaceful and 
orderly reforms, in keeping ivith India’s traditions and its highest 
hopes. 

The administration of land reform, not only where lands are re- 
distributed, but in all its phases, b a question of especial urgency. It 
demands efficiencj, human and social skills and personal integrity of 
the highest order. Among the tasks demanding all these qualities to 
the utmost are the maintenance of correct and up-to-date land records 
needed as prerequisite to fair land reform; the assessing of new and 
fair rents on lands recovered from the intermediaries; the fixing of ]ust 
compensation; discovering and righting forced evictions or transfers 
of land which are not bona fide, enforcement of ceilings, fair and 
rapid re distribution of lands to those most deserving. 

Proper administration also requires a land census (this has now been 
virtually completed), basic studies m landowmership and tenancy to 
supplement present partial survejs, anal)sis of what constitutes most 
fairly a basic or family holding, and the like. Here the universities and 
other research institutions which have begun land reform studies have 
a great contribution to make. 

In summary, India’s land reforms are progressing, but they must go 
more rapidly. There must be more equitable distribution of land, 
greater security and protection of tenants, more uniform reduction of 
rents, more action m a number of Stales, more wholehearted enforce- 
ment, and more effective administration. 

These problems are as great a challenge to a democratic govern- 



LA.YD MANAGEMENT 


Land refonn is but one step of India’s approach to its agrarian prob- 
lem. The nest step — mtimateh m\ohed with land refonn— is how 
the land m2\ be re-organized for most efficient use and most produc- 
ti\e management. 

Fair distribution of land is necessan, and must be earned out in 
the interest of social jusbee and of social and political stability But 
India recognizes that e\ en thoroughgoing land reform is capable only 
of wiping out the norst features which ha%e condemned some of 
India’s farmers to a below -subsistence le\el of e^tence Land reforms 
in thenuehes wall not break the sicious c\cle of more people and less 
land, and rural poserri Thei can at best prepare the wav for other 
needed reforms 

Land reform will create larger and larger numbers of small peasant 
owners Many of their holdings are and will remain so small as to be 
uneconomic 

Many small holders, moreoier, who haie so long farmed for bare 
sum\-al, without knowledge or means to try improved farm practices, 
need not onh credit and technical help but guidance on land man- 
agement in order to get efficient dnersified production 

The now landless — who are to recene lands — will need such help 
e\en more, since the\ ha\e had no previous experience in managing 
a farm. 

^^^lile such help and guidance can be given through the rural de- 
velopment programs, and there is considerable scope, as noted earlier, 
for intensive small-farm culbvabon, it is clear that as long as the 
small holding, often uneconomic or fragmented, remains the unit of 
management (as distinguished from the unit of ownership or culbva- 
bon), the possibilibes are surely lessened for higher agncultural pro- 
duchon, for adequatelv diversified fanning, for use of all the cultur- 



fodder crops, and so on. 

With every passing year this ptohkm grows and wall grow more 
acute. It is necessaiy here to look at India’s land problem in a broad 
perspective. 

We have seen that the total amount of land is limited and that 
even if today it were distnbuted with perfect equity each family 
would have a holding only of less than subsistence size. As population 
rises, continued fair distribution among larger and larger numbers— 
though it might be necessary for social justice and stability— would 
simply assign each small holder to permanent and increasing poverty. 

Further nses m farm production would become more and mote 
difficult, if not impossible, as holders of tiny fragments of land lived 
on the edge of survival. Yet higher crop production is India’s neces- 
sity, its hope of both survival and progress. And higher rural incomes 
and living standards are of equal necessity, for social stability and 
justice. 

Further, there is now and will remain in the foreseeable future the 
problem of unemployed and underemployed agricultural laborers, 
halt of whom as we know are landless and nearly all of whom are 
from the socially and economically depressed groups. However many 
—and it will be only a fraction at best— receive lands under land re- 
form, there will still be millions who temam landless and for whom 
productive work must be found 

We have seen earlier that India’s effort to develop employment off 
the land is a solution which can be effective only over the long run, 
and that industry will not, certainly at this stage of necessary emphasis 
on heavy industry, create adequate non-agncultural employment Vil- 
lage and small industries will help give more full- and part-time work; 
so too will major large construction projects, flood control schemes, 
and so on. But India faces the clear fact that it is up to agnculture 
and allied occupations in rural areas to absorb, and use productively, 
a vast number of rural farmers and laborers, now and for the foresee- 
able future. 



, n acres ave een con- 

solidated; m Madhya Pradesh 2 5 million, in tiny PEPSU I million. 
In Bombay and Delhi whole villages — 1,060 and 210 respectively in 
each State— have been consolidated Other States, however, have 
lagged in this useful reform, and the Planning Commission has made 
studies of the best existing experience available to encourage others, 
and urged that land consolidation be made a task of primary impor- 
tance in the rural development areas 

Land Management Le^lation 

As a second step, whatever the size and compactness of a farm, ever}'^ 
holding should be efficiently managed India earlier considered an 
approach to this through a legislation similar to that which has been 
used successfully in the United Kingdom. The First Plan had recom- 
mended, with large farms chiefly m mmd, that the States enact legis- 
lation requiring the efficient use of land. Since then the Panel on 
Land Reforms advising the Planning Commission has considered legis- 
lation m a wider context, since many small holders are now involved 
On the basis of the Panel’s study, the Second Plan views any legis- 
lation in terms not of coercion but of encouraging the conditions of 
efficient management— assuring tenancy rights, provision of certain 
facilities (credit, improved seeds, and so on) and of setting up some 
mmimiim standards of good land management and cultivation. The 
Planning Commission also recommends to the States that any legis- 
lation be applied first to rural development areas which do provide 
the necessary facilities and incentives, and that it be earned out by 
the village panchayat, with supervision 

Cooperative Fctrming 

Among the many people over the years who have studied India’s agri- 
cultural problems, there has been general agreement that some form 
of joint or cooperatwe farming might facilitate the solution to the 

^ hs xA Vi WSS, -sr/i w. 
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.\ianauiia v^aiiuiii ucucMru uiai i.'uupcniu\'e rarnimg oasea on 
strict iion-%-io]ence,” and earned on by the or^-ners and tillers of the 
land, could “change the face of the land and banish povert}' and idle- 
ness from then midst.” ^ 

Other leaders and groups m the Independence mos'ement, likewise, 
felt that “while mdindualistic fanning and peasant proprietorship 
should continue, progress m agncultme as w ell as the creation of new- 
social \-alues and mcenbses requires some form of cooperati\-e farm- 
ing suited to Indian condibons ” - 

Gmng expression to these long-held new^, the Fust Fn-e Year Plan 
asserted that “the State on its part should do e\ erjthing in its power 
to encourage the establishment of such (cooperate e) farms and to 
promote then satisfactorv working afterwards.” 

A small financial pro\ision for expemnent in farm cooperatives was 
made in the Fust Plan, but no specific facets were set. it was hoped 
that with the help of successful experience m a fair number of co- 
operati\e farming societies India could “proceed more confidentl}" 
to expand that pattern of cu]b%abon m the Second Plan. On the 
whole, onh prebminan action was taken during the First Plan. 

Oier a thousand coopeiatiie farming societies, formed loluntarily 
bs groups of mdisiduals, are now funchomng throughout India. Some 
of them ha\e been successful, although manv ha\e had practical diffi- 
culties which technical guidance and further experience could help. 

The mcreasing number of small peasant landholders, the urgenej 
of higher agncultural production, and the persistent problem of 
surplus rural labor gi\e a new urgenc\ to discoienng whether co- 
operabi e farming might be \igoroush and deliberate!) encouraged as 
a producti\-e and effectI^e method of organizing land, rural capital 
and rural labor 

The Second Plan asserts that “the mam task during the Plan is to 
take such essential steps as will prtmde sound foundations for the 

* HsTT7an. Mawh 9 IW 
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or so a substantial proportion of agricultural lands are cultivated on 
cooperative lines.” 

Both in the Second Plan and elsewhere, the Indian Government 
makes clear that it does not define cooperative farming as involving 
sacrifice of ownership of land, but only as the pooling of the land for 
cultivation under joint management. The Second Plan considers that 
this pooling may be accomplished by various methods, and feels that 
at this stage there should be flexibility as to methods. Se\’eral should 
be tried out, through considerable experimentation, to discover which 
seem most adapted to Indian conditions and traditions. The Second 
Plan states that the first stage of cooperative farming might very 
likely involve family holdings supplemented by joint work for specific 
purposes. 

Among the essenbal steps suggested by the Second Plan to deter- 
mine the possibilities of cooperative farming, one is that a study be 
made of India’s present cooperative farming societies to determine 
causes of success and failure. This study has been recently under- 
taken.^ 

The Indian Government i$ also considering some pilot projects 
in cooperatne action in rural development areas There will be two 
important features of these pilot projects. One will be the educabon 
of the village people in the meaning, techniques and advantages of 
cooperation, so that any cooperative action grows out of the people's 
own interest in and desire for it. The other will be the effort to dis- 
cover how under democratic self-government cooperative action, not 
only in farming but m credit and other fields, can play a role m all- 
round village progress in India. 

Among other ways of encouraging cooperatu'C farming suggested 
by the Second Plan are to give voluntary groups forming such coopera- 
tive societies preferences m supphes of credit, seed, technical assist- 
ance, allocation of reclaimed lands, and so on; and to see that new 
settlements made on ne\vly opened lands or bhoodan lands may be 
cooperatively organized. 

* By the Programme Evaluation Oiganizabon. 



human and social, as well as on technical, skills. 


CooperaUve Village Management 

What India hopes eventually to achieve is that each village as a whole 
will plan and manage the use of village lands and resources as if it were 
a single unit 

Consolidation of agncultural holdings and cooperative farming will 
specially benefit those who own a fair amount of land. But for owners 
of very small and uneconomic holdings such measures will do little. 
They will also be of small help to landless agricultural workers, who 
have practically no share in the land or much hope of regular em- 
ployment It IS, therefor^ felt that the village economy should be re- 
organized m the direction of cooperative village management. 

Village management of land, irrigation and other resources should 
offer a way to provide more emploj-ment for the landless or the near 
landless, m constructing irrigation works, developing waste lands, 
and so on. Tlie village is seen as part of the rural economy as a whole, 
in which agncultural production, village industries, processing indus- 
tries, marketing and rural trade are organized more and mote as 
cooperative activibes 

As India sees village management, it would be voluntary cooperative 
management on a base of peasant ownership. 

Individual farms would continue to be owned by the indmdual 
farmers, but management of the land and other resources of the vil- 
lage as a whole would be planned and superv'ised by the village as a 
whole through its panchajat 

The Second Plan recognizes that in the transition stages, the land 
in each village would include individually held lands cultivated by 
their own peasant owners, lands held by such voluntary’ cooperative 
farming societies as may have pooled their lands and/or labor, and any 
community-held lands, such as common grazing grounds, and so on. 
In short, the village would include an individual, a cooperative and 



direction in wltich development will continue to take place, rather 
than as a fixed or rigidly determined stage in the growth of rural 
economy. 

The Second Plan suggests that the ways to achieve cooperative vil- 
lage management and to assure sustained, practicable measurable 
benefits to the village as a whole will be through the following: the 
rural development and other agricultural programs, strengthening 
and training of the panchayats; emphasis on the other cooperative ac- 
tivities such as credit, marketing, warehousing, and so on; village 
industries programs which increase employment; voluntary’ cooperative 
farming societies; development of commumty-held grazing lands and 
similar community activities yielding positive benefits to the people 
as a group. 

It is recognized that there ivill be real problems of education, of 
organization and training, of managenal and technical efficiency m 
establishing such cooperative villages 

There will also be many human and social problems. TTie develop- 
ment of cooperative village management is therefore likely to be a 
gradual process Many practical problems have to be resolved, efficient 
organizations built up, extension workers fully oriented to the tasks of 
cooperative development, and a movement with purposeful leader- 
ship developed at the village level. 

The forms which cooperative village management assumes and the 
progress toward it will depend on the expenence and initiative of the 
people in each area and Aeir success in carrying out rural community 
development programs The approach has therefore to be both forward 
looking and adapted to the needs of the people of each area. The re- 
construction of the entire national economy on democratic principles 
depends on the village becoming vital, progressive and largely self- 
governing, and one in which the present social and economic in- 
equalities denved from inherited property, caste and status no longer 
exist. 



CHAPTER W 


Rural Credit and Other 
Coopa'ative Activities 


Cooperative farming is but one of the many possibilities of cooperative 
action that can help India’s farmers and villages. 

One of the earliest recognized uses of cooperatives, and sbll the 
most urgent, is supplying farm credit to small holders who otherwise 
fall into the toils of the moneylender Cheap farm credit was, and 
still IS, indispensable to getting higher food production and to cre- 
ating a vigorous, independent fann communit}’. 

The cooperative movement in India may be said to begin mth the 
passing of the Cooperative Credit Society' Act of 1904. This Act pro- 
vided for credit sociefaes only, and was followed by an Act in 1912 
permitting formation of roulb-purpose and other societies, and, very 
importantly, of central and provincial banks to help supply credit to 
cooperatives. In 1919 cooperation became a subject for action by the 
States, under the control of an elected Mmister. 

Coopeiabves conbnued, however, to put their mam emphasis on 
202 



Reserve Bank in 1935, and a later study (1949) urged the Reserve 
Bank to provide greater assistance to cooperatives. 

Cooperatives of all kinds were at the same time increasing very 
rapidly in number. By 1930-1951, die eve of the First Plan, there were 
181,000 cooperative societies against 2,000 in 1906, with a present 
working capital of about Rs.2,800 million against Rs 7 million. Mem- 
bership was eighty-four times higher. 

The overwhelming majonly of Qiese cooperatives were agricultural 
and more particularly credit societies. There were, however, quite a 
few producer and marketing societies, the most successful being those 
of hand-loom weavers In Madras, for example, a fourth of all the 
hand looms of the State were cooperatively organized. Consumer 
cooperatives had not developed to any extent. 

The First Plan called the cooperative form of organizahon “an in- 
dispensable instrument of planned economic activity m a democracy,” 
and urged that an increasing measure of responsibility for organizing 
and financing rural economic development be shouldered by cooper- 
atives. The Second Plan reaffirms this view, and with greater em- 
phasis. 

India hopes, as we have seen, to develop an economy in which, as 
in Sweden, there is a strong cooperative sector, as well as private and 
public enterprise sectors. Building this cooperative sector India con- 
siders one of the central aims of national planning India believes in 
part that this cooperative sector will offset unhealthy concentration 
and centralization of power in the hands of the State and of private 
enterprise. 

As importantly, India’s advocates of cooperatives feel that coopera- 
tion is a way to enable the little man to hold his own and gain strength 
and opportunity, and a way to provide incentives beneficial to the 
W'elfaie of the community as a whole. 

They believe also that cooperatives, like village panchayats, are valu- 
able agencies for achieving social cohesion in a period of rapid social 
change. They feel there can and should be evolved a system of coop- 
erative community organization that touches on all aspects of village 



cooper3ti\ e \illage management as the mam direction of reorganizing 
the rural econom}', and m establishing all rural cooperatnes. 

In 1954 the Resene Bank issued a comprehensive and authontatiie 
sun cy on cooperatn es, the All-India Rural Credit Surve}' The sun'ej 
anahzed some of the basic troubles with Indian cooperatises and the 
cooperative movement, which had for some time caused concern and 
had been the subject of manv earlier studies both of the colonial 
and national governments and of mdependent groups 

One of the most significant findings made b} the sunev’ is that 
credit granted by cooperatives and government agencies was only 
6 per cent of the loans used bi cultivators For the rest (9i per cent) 
of their credit needs, the village farmers had still to resort to money- 
lenders and to other means 

Rigiditv of lending rules in credit societies, over-high standards of 
credit-worthiness and shortage of working capital had resulted in 
making mam types of loans unacceptable and manv mdinduals in- 
eligible for loans Ev en where credit societies hav e been most success- 
ful, only 30 to 40 per cent of rural families can qualify for loans. 

Another problem pointed out b\ the suney was that the vast major 
itj of cooperative societies were “uneconomic as business units," * 
with so high a percentage of overdoes outstanding that the svstem 
was “not a svstem of credit likelv to attract funds on its own ments 
and in the normal course of business ” * 

W^ile some States used cooperative credit effectively, m general 
State cooperative banks had “vet to become effective units of a 
coordinated structure of cooperative credit" The sunev also pointed 
out that the more fundamental cause of failure is the socio-economic 
structure of the village, m whidi lack of education in general, and of 
education on cooperation in particular, is an important factor 
The survey, however, expressed the “conviction that there is no 
altemativ e to some form of cooperabve association as the all important 
base of agncultural credit Success, promise of success and the condi- 

' All India Rural Credit Sunev II. 216 
* Ibid . p 252 
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instances of stnl<ing achievement in Madras, Bombay, Punjab, U.P. 
and certain other States ” ^ 

The Committee of Direction of the Rural Credit Survey made a 
series of valuable recommendations, the main proposals of which 
have been accepted m broad pnnciple by the Government, the Re- 
serve Bank and by representatives of the cooperative movement. The 
most important principle—and departure from earlier proposals— was 
that the State should enter mto partnership with cooperative institu- 
tions at vanous levels, especially at the apex and central bank level, 
and laige-siaed credit cooperative societies Partnership is not to 
imply interference or control 

Some of the survey’s recommendations were put into effect imme- 
diately, in the latter years of the Fust Plan, and as a whole the survey 
helped to form the Second Plan’s programs for cooperatives. 

In the First Plan agricultural credit rvas provided to a total of Rs 
80 crores, to be distributed by Government and cooperatives with the 
help of the Reserve Bank, for short-term, medium- and long-term 
loans. Some additional credit was provided for cottage and small in- 
dustries, preferably cooperatively organized. Rs.l million was provided 
for a training program for cooperative organizers and managers, and 
some funds by the Reserve Bank and the States 

It is notable that 59,000 new cooperative societies were formed 
over the Fust Plan years, again chiefly tuial credit societies, although 
many were also formed of cottage and small industnes 

One of the first major steps taken on the survey’s recommendations 
was the creation in July 1955 of the State Bank of India {converted 
from the Imperial Bank). The Bank now has branches m all States 
and most Distnct headquarters, and is developing many smaller units, 
following the survey’s recommendations that the credit institutions 
must be brought into more direct relation to the people in order to 
extend remittance and credit fecihties to cooperahves and other 
banks. 

The Reserve Bank has established a National Agnculture Credit 
Fund, with an initial credit of Rs. 10 crores, plus Rs. 5 crores per 

‘ All India Rural Credit Survey, II, 245-252. 



States mar borrow to enter into partnenhip mti non-credit coopen- 

From tie recommendations of He simei and other studies, the 
Second Plan sets down three basic aspects of sncecssful cooperaHon. 
First, credit n onli the begmning of cooperation; from credit, coopera- 
tne acbon should eirtend to other achnbes Further, eier,- family in 
tte i^ie shonld be a member of at least one cooperahie socieh. 
^d finalh. the cooperatne moiement should male eien- family in 
me \-iUage credat-^ orth\ 

The Sttond Plan also recommends inking credit and noneredit 
cooperabies as suggested b, the simei, so that fanners can first get 

sociSe" h” ia‘r 

-ociebes should be formed to sene groups of ullages and be agiliated 
roth markehng cooperabies m the market tow-us, .In “apes" market- 

whier? n ^ >>' fonned to 

srtach the smaller sociebes should be federated. 

neslTaflo^^b T" “'ilt'orthi, the Second Plan sug- 

gests that loans be adianced on the basis of proposed produebon and 

bans, loans be giien m kind-seeds, ferbliaeis, and so on-and that 
nhere cash is required, it be giien lo installments. 

Since narehomsing is bed to eScient marketmg, a Cenbal Ittaro 
housing Coipotahon mlh parallels i„ the States nrll be set up, func. 
boning under a .National Coopembic Deielopmenf and Warehousing 
0 ^ 1 ^ ®' •>' np ut one hundred important 

* targets for cooperabye credit are to be 
achiei-ed l»lh through ensbng and through new sociebes. It is hoped 

coopembic credit sociebes nearly three- 
fold, from less than 6 million to about 15 milhon 
mne noncredit cooperabies. eaeept in a feu acbiabes, haie not 
made any large mipression, the Second Plan beheyes there is consider- 
able scope for them in lallage and small mdustrim. Second Plan 



Consumer cooperatives have so far failed to develop and the Second 
Plan sets no targets. But the Plan recommends that the problem be 
studied and a program worked out as a means to help raise rural in- 
comes, living standards and employment. Organizing of rural labor 
on cooperative lines is also suggested, it has been tried with some 
success in some rural development areas for construction and similar 
works. 

The Second Plan’s principal targets for all cooperatives are as 
follows: 




Number of larger sized societies 


10,400 

Target for short term credit 

Rs ISOcrores 

Target for medium term credit 

Rs 

50 crorcs 

Target for long term credit 

Rs 

25 crores 

Marxetinc and Processing 

Number of primary maiLeting societies to be organized 


1,800 

Cooperative sugar factones 


55 

Cooperative cotton gins 


48 

Other cooperative processing societies 


118 

Warehousing and Storage 

Warehouses of Central and State corporations 


350 

Godowns of marketing sociebes 


1,500 

Godowns of larger sized societies 


4,000 


The key point to the success of any sound cooperative movement 
is training. In the narrower sense, this means training of the admin- 
istrative, technical and other specialists, of whom 25,000 will be 
needed over the Second Plan, to assure efficient, business-like manage- 
ment. But it also means their training in the human and social skills 
so keenly needed m any voluntary cooperative venture. 

In 1953 the Government and the Reserve Bank jointly formed a 
Central Committee on cooperative training, and an India-wide sys- 
tem of training has been set up, with a Central College at Poona for 
executives and managers, five centers to tram intermediate grades of 
workers, and special centers to tram four thousand block-level workers 



conducting training classes for cmplojees of State Cooperative De- 
partments. The training of mdmdnal members of cooperate es nil! 
be organized by the All-India Cooperahie Union together mth simi- 
lar bodies in the States 

The Second Plan also urges strengthenmg of State and Distncl 
cooperatne staffs, and their liaison mth agriculture and rural dei’elop- 
ment workers to determine local credit and other cooperative needs. 

\\'hile these trainmg programs are ttsential, many students of 
Indian cooperatives believe that even more unportant is education of 
the village people to the methods and advantages of cooperation. Suc- 
cessful voluntaiv’ cooperatives can only anse out of the needs and 
interest of the people For this to happen, the people must be suffi- 
ciently informed of these benehts. and of the technique of coopera- 
tion, and must want to work together for these benefits using the 
techniques that assure success 

Although the Government can stimulate and assist, cooperation 
can succeed onlv if it js a genuine peoples movement. Indian leaders 
believe, however, that the great potential of cooperation for helping 
rural India carry out economic and social development and maintain 
its social cohesion, means that every effort should be placed on edu- 
cation and stimulation of the people in the use of this valuable instm- 
ment 

The total allocation of the Second Plan for cooperatives is Rs 47 
crores, as against Rs. 7 crores in the First Plan. 



First Plan 


Rs. 23S crores 


HIGH LIGHTS 
of p^znims for 
ACniCVLTCRE 

The Second Finn sriD spend Rs. 341 crores, or 43 per cent more 
than the First Plan, to advance India’s apicnltme and agricoltoral 
pTodnction. in addibon to the conuntnutv developnirot and irrisa- 
tion programs. 

The main targets are-. 

A 2S per cent rise in total acncultorai pn>ductioa. 

A 25 per cent rise in foodgrains prodnctiro 
A 56 per cent nse to cotton production. 

1,5 EnHion acres of land reclamed. 

3 minion acres of eroded land rehabilitated. 

Evetr cnltrrated acre covered with improTed seed. 

ETeiT cnJtrrated acre snpplied with feitDizers and manures. 
Strengthened agncoltnral research and training. 

\n AH-India fann-maAeting news serrice. and ■warehousing 
srstem. 

Impiovement of village Uvestoti. and a SO to 40 per cent rise in 
milk production in "lev vinages." 

A 33 1/3 per cent increase in Baberies pmdnction. 

Rehabilitation of 3S0.000 acres of degraded forests. 

Flood ccutiol and scO conservation programs. 




CHAPTER V 


Agriculture 


The awakening of India’s village people through rural development, 
and the great issues of land reform rel), to a \-ei)’ large degree, for their 
final solution and success on how quickl) crop yields go up and how 
far and how fast India’s agricultural serM'ces can improve farming 
methods. 

India has under wa\ an extensive agncultural program for rapidly 
stepping up crop }ields, for unprovnng animal husbandr)-, for forestr}', 
fisheries and soil conservation, for improving agncultural training and 
research. 

For these programs as a whole, over the Second Plan, India will 
spend 43 per cent more than over the Pint Plan, or Rs. 341 crores. 
^^^lere they must reach to the farmer m the field, they wall be earned 
out chiefly through the rural development program 
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COVtMODITT 

ESTtUATED PHO- 

DuenoN 1955-56 

I!.E\^SEO 

TiSCETS FOR 

PSODUCTIOV 

BY 1960-61 

% IKCREASE 
IX INDEX 

OF 

PRODtJCriON 

Foodgrams fmiUiOii tons) 

650 

80 4 

24 6 

Oilseeds (mdlion tons) 

55 

76 

57 Q 

Sugarcane (miTlion tons) 

58 

78 

559 

Cotton (miiboa bales) 

47 

6 5 

556 

Jute (million bales) 

40 

5 5 

58 1 

Other crops 



22 4 

All commodities 



27 S 


from more mtensive, efficient and profitable methods of agncultuial 
production, that is, raising yields per acre. Achieimg the large increase 
of 28 per cent by intensne cultivation, the Goiemment beheves, is 
now, as it was not at the start of the First Plan, a practical possibility. 

Study of the 19 per cent nse in crop yields over the First Plan has 
shown that, although there hare been marked differences betn-een the 
inaeases m jield for one kind of crop and another, between increases 
in lurious States and regions, and between nelds from sear to jear of 
the Plan, there was neiertheless apparent a basic upward trend m 
production over the First Plan as a whole, independent of the far or 
able rams and weather of the Plan years. 

Detailed and sufficiently precise statistical studies are not available 
to judge to what degree each of many factors was responsible— how 
much was due to increased irrigation, to land reclamation, to use of 
fertilizers, and so on. What js knomi, howe\er, is that the increase in 
crop yields took place eien though programs for some of these im- 
pro\ ements — particularly those for green manures, for spreading the 
use of improved seeds, implements and of all improved fann prac- 
tices — were not earned out to the d^ree hoped. Effecbie India \nde 
programs on these problems, ttierefore, stall promise in themselves 
considerable scope foi increasing yields. 

Psjchological factors— the new mitaabve and enthusiasm of the 



LEARNING TO WRITE A jouog fann nife (right) in Ulbir 
Pradesh, near Allahabad, is helped m a Hinds anting lesson b) 
a trained noman ullage ertension norkei HomemaLmg. health and 
child care, as nell as literac)', are taught to Milage nomeu. 


NEW ROADS TO LINK T/IE V/LLACES Village leader (right) discusses 
With a Gosemment engineer a point on construction of the nen road being 
built bs his Milage ^'llt2gen contribute up to half the road's cost, and supph 
all labor as a soUsutirs consmunits actiMls 





\/lA/NG \ncm\£ TOOLS TTif ftmdustan Machme TcoJ 
Factor* Bansalorc was set np with foreign teduucaJ assistance 
eaik m the Fnst Fne ^car Plafl 

\T ' lS\K}{\r\T''> \.M India is expanding her own shipbtuJd 
mg facibbes m both OoienmeDtKin-Ded and pnrate rards. m addibon to 
piiTchasmg ships abroad TTik \ isakhapabiaiD rare is on India s east coast 




gration of this program with the Ministries and Departments of 
Agriculture at the Central, State and local les’els. 

2. Increasep Ireigation 

Twenty-one million more acres of land will be put under irrigation 
( 12 million from large and medium irrigation schemes; 9 million from 
minor irrigation schemes, including tube wells). This nill bring 
India’s irrigated area up to 26 per cent of the total area under cultiia- 
tion. Increased imgafaon alone is expected to give an additional 4.9 
million tons of foodgrains. 

3. Exp.antied Use ot Fertileers 

In e\ery State an effort will be made to supply every acre of culti- 
rated land with fertilizers and organic and green manures. Special 
staffs mil be provided m everv rural development block to encourage 
use of fertilizers, compost and manures. Use of nitrogenous fertilizers 
is expected at the end of the Plan to be three times that of 1955. To 
meet demand, the Government proposes to build three, and possibly 
four, new nitrogenous fertilizer plants and to increase production of 
phospharic fertilizers Fertilizers and manures are expected to yield 
5.8 million additional tons of food grams. 

4. ha-RovTO Seeds 

Ever)' acre of land under cullnation is to be covered with improved 
seeds. Forh-three hundred seed muUiphcation farms of tvventy-fiv’e 
acres each are to be set up bv the States, or one to every one hundred 
villages in the rural development blocks. Each block mil also be 
serv’ed by a cooperative seed store with smaller stores in every group 
of tvventj’ villages. Use of improved seeds is expected to }ield 3.4 
million tons more of foodgrains. 

5 I.MPEOvzD Far-M Implements ant) Practices 
Both the Center and State Governments have proposals for design- 
ing and introducing improved tj-pes of plows and other implements, 
and for making them cheaply available to farmers. 



iiiipro\ement in all agncultural pracbces as a ^^hole, aside from those 
itemized abo\‘e, is expected to jield 2.5 million tons more of food- 
grams than m 1956. 

6. Distribution of F.\rm Supplies 

To supply farm implements, seeds and fertihzers to each of oier 
half a million A’lllages at the nght time in the sowing season poses 
an enormous task of o^nization. At present few supply outlets 
exist, except a limited number of cooperatives Settmg up, rapidly 
and effectneh, the needed outlets— within a bulloclc cart’s distance 
from everv’ village — is the high-pnoritv distnbution job of the agri- 
culture and cooperative services and the rural development program 

7 L-vnd Reclanution and Son. Conservation 
One and a half million nav acres of land are to be reclaimed, or 
virtually the full extent of land that remains to be brought under 
cultivation Another 3 million acres which are senously affected by 
soil erosion will be put under a concerted program of improvement 
for intensive cultivation For areas without imgation, soil and water 
conservation methods, contour-bunding and drv-farming techniques 
will be stressed, with efforts to enlist local participation and com- 
munitv action Nearly a million more tons of food grams are expected 
to result from this worL 

8. Plant Protection 

\\Tiile valuable work on a Stale and national level has been done, 
especially m locust control, new' stress will be put on insect or pest 
control by the individual farmer on hu fields. The four centers for 
plant-protection equipment set up over the First Plan w'lll be 
strengthened, and five new ones set up. 

9 Agricultur.vl Research and Training 

Research in improved plant and seed vaneties, and on problems 
ansing from actual expenence and needs of the farmer m the field, 



grain of the ullages, are particularly needed throughout India. TTie 
Second Plan provides Rs. H arores for agricultural research by the 
Ministry of Food and Agncultur^ by the special commodit)- com- 
mittees (for sugar cane, cotton, tobacco, oilseeds, jute, and so on), 
by the Indian Agncultural Research Institute, and by the se\'eral 
Central Research Institutes (for potatoes, rice, sugar-cane) . Two new 
centers for research on agncnltuial economics will be added 
The Second Plan’s considerable efforts to expand and strengthen 
agnculture education and training mth especial emphasis on exten- 
sion education and research have been discussed in an earber chapter 
on manpower training. 

10. AgRICUI-TURAI. MAIU3TDiG 

The lack of accurate and up-to-date market information places both 
the farmer and the Government at a disadvantage. The Second Plan 
provides for the setting up of an all-India market news service, 
mainly for farmers, to be established in collaboration with the 
States During the Plan the number of related markets under the 
Agncultural Produce (Markets) Act will be doubled, from 450 to 
900, A program for compulsory grading for export of a number of 
commodities is m progress The new nahon-sn'de v-ratebousing scheme, 
alteadv noted as a Second Plan cooperative program, will add to 
efficient marketing service. 

11 Rmcvi, Credit 

Cheap farm credit, to buy improved seeds, fertilizers, implements, 
and so on, is indispensable to enable farmers to adopt these improve- 
ments and raise jields. The nation-mde cooperative credit sjitem, 
described earlier, is intended to make cheap credit accessible to virtu- 
all) ev erv village It is felt, however, that ver)’ special measures will 
be needed to achieve and improve upon the present loan targets. 

12 Price Poucy 

Many anah’Sts of India's agriculture problem beheve that it is neces 
san to guarantee mmimum prices m order to assure higher crop 



terauzen, impro\ed seeds, and so on, against uncertain future 
prices for their crops. As long as shortage continues to be India's 
problem, o\erproducbon n-iD not be a concem as in the United 
States. Any surplus would be maiginal, temporal)- and manageable. 

In Ma) 1957 the Gosemment announced, as an assurance to 
growers, that it would not allow prices to fall below economic le\els 
and would tahe such steps as were necessai)’ from time to brae to 
pre^-ent an\ such pnce drop 


AA’IAfAL HUSBANDRY AND DAIRYING 


Frasx PuLX Rs. 22 crates 


Sccosn PiJi> 


Rs. 36 ctores 


HIGH LIGHTS 
of programi for 
ANIMAL HUSBANDRY 

Tbe Second Flaa wiQ spead about two and a half times as much 
as the first Plan on animal husbandry programs, with these main 
targets; 

A Tillage In estock improTemenl program to yield a million im- 
prosed cows, about a milhoo improved bullocks, and 22,000 
improved stud baits. 

A rise in milk production of 30 to 40 per cent in next ten jears in 
“key tillage” areas. 

36 new safe milk-supply systems in the cities. 

Eradication of rinderpest, India's chief cattle disease. 

1900 new sUlage veterinary dlspensaties, 

50 per cent more up-graded hens, and five times more egg pro- 
duction, in selected areas. 





bandi}’ and dan, mg has a hiin purpose: lo increase the supply of 
millc, meat and eggs for better diets; and to provide more efficient 
bullock poster for farming. Assuring the supply of svool, hair, hides 
and skins is another consideration, smce these are important to the 
economy as a uhole. 

Animal husbandn and dairying conid be a very important factor 
in raising farm incomes and in the whole niral economy of India. 
^ yet only a fiaction of its possible contribution is being realized 
India s ma|or problems are rrrcessiie numbers of cattle, poor quality 
and scrub breeds, loss milk jaelds, and the need to improve fodder 
supplies and quaht}’ ^ 

Cattle fulfill a multiple funchon m India and are second only to 
land as fte pnncipal source of rural ssealth. They not only provide 
milk, but hone poster for all farm implements and transport, for 
hft irrigation, for threshing and other farm machinery. In many areas 
they are sirtualls the only source of rural fuel-the dung is dried for 

rural life that they have been since ancient times ob|ects of religious 
venerabon. ® 

TOe Planning Commission expresses concern in the Second Plan 
ssift the expected increase in suiplus cattle. Total cattle population 
m India IS roughly 200 mtllion head, of whrch about 25 per cent arc 
uuter buffaloes, fn relation to fodder supplies, at least one-thrrd of 
fte cattle population is already considered surplus. Osergrazinv has 
helped bnng about soil erosion, and grazing areas, hitherto the mam 
source of food, arc rapidly dcciasing as more land is needed to grow 
rood for human beings ° 

The surplus mil be increased as famines and cattle diseases such 
as nndeipest, are brought under control, ft mil grow larger too if 
there are further bans on cow slaughter, on the lines of legislation’al- 
ready enacted in several States 

The Planning Commission recommends that those additional 
States uhere a ban on cow slaughter is being considered take a real 
ntic rieiv of the shortage of feed, and also of how roluntaiy organ.- 



In the First Plan gosjjfms were proposed — enclosures for a^ed and 
unst cattle, usualhr m spai^eh settled areas This proposal did not 
male satisfactcrr prozress and a new scheme has been mtroduced for 
the Second Plan penoA The sas of the gosadans has been made 
smaller, and facihfaes are bang prmided at each eosadan for better 
use of hides, bones and other products 
The Second Plan programs for cattle imprmement include- 

Cattle Bleeding Program 

There are twent^ £\e well denned breeds of Indian cattle and sis of 
buualoes large maiontr are be^ for draft, and are poor tthTL pro- 
dncers \^'hat India hopes to do in all its cross-breeding programs is 
to improv e both draft and miTL-prodacfaon quahhes. 

The maicT efort of the Second Plan, as of the Fust is to unproie 
breeds m the viila|ss. bi means of what is caDed a Ter sillage” 
scheme, mitnted bi State Goiemments Under this scheme, wbidi 
eioled snde and keen cooperahon among iillagers. ?"4 “kei '■fl- 
lages and 144 artiScal nb-emination centers were set up during the 
First Plan 

In each ke\ nlla^ a qoahti br e edmg bull was stahoned to «ene 
surrounding i-fllaces. and scrub bolls of the area were cas&ated 
Part of the program, to mcrease and unproie fodder supphes and or 
ganiae cooperatn e marketing of animal husbandrr products, wns less 
succes<fuils tned in a pilot scheme of the Fir^ Plan 
The Second Plan will «et up 1J!5S Ter i-illages.” with 245 m'^emi- 
nahon centers and about the same number of letennan ertension 
centers The program 15 mtended to produce 22.000 improicd stud 
hulls. 950.000 impros-ed bullocks, and a milhon unproved cows 

Dmrstng .iNu Milk Suffla 

.\verage milk nelds in India are one-half to one-thud tho^e of est- 
em countries Per capita consumphon is five ounces daily as compared 
with a mmimal nutritional requirement of fifteen ounces 



n la, 

since milk is one of the few ptotein-iich foods acceptable to the 
large vegetarian population. A general objective is a 30 to 40 per cent 
rise in milk production over the next ten to twelve years— in the 
areas in the “key-village” scheme. Pedigree breeding stations in addi- 
tion to those of the key village schemes are proposed. 

Urban milk supply has become an urgent problem, as cities have 
grown rapidly m population. Bombay and some other towns have a 
safe, protected milk-supply system, but these serve only a small part 
of the population. During the Second Plan thirty-six milk-supply 
schemes, twelve cooperative creameries and seven milk-drying plants 
wall be organized. The drying plants will be located in rural areas and 
vnll produce butter, ghee, and skimmed milk powder. 

Collection of milk from rural areas will be organized under the 
control of milk boards. Calcutta, Delhi and Madras arc establishing 
milk colonies similar to that at Aarey serving Bombay. 

Disease Control 

In the past, diseases took a heavy toll of cattle, rinderpest alone ac- 
counting for 60 per cent of cattle deaths The Second Plan proposes 
to eliminate rinderpest orer most of the country, using methods 
successfully tried in a pilot scheme of the First Plan. 

Vetennaiy dispensaries, which increased from 2,000 m 1951 to 
2,650 by the end of the First Plan, ivill be increased to a total of 
4,550 and will include H5 mobile dispensaries. 


Other Proff'ams 

Sheep 

There ate 38 million sheep in India, producing 60 million pounds 
of wool annually, more than half of which is exported. Since local 
breeds yield only two pounds per head, and improved breeds can 
5 ield SIX pounds, the Second Plan proposes 396 sheep and wool ex- 
tension centers and three new sheep-breeding farms. 



ijood pouiti}’ can provide considerable extra income and better 
nutation to rural families in India, as elsewhere, if India’s local hens, 
which are poor lavers, are replaced bv pure-bred stoch. Local Indian 
hens neld fiftv eggs a \ear, compared to 120 m most countries- 
Poulta breeding and keeping is an important part of the program 
for rural development areas, and three hundred poultry’ extension 
centers supported hr four regional farms mil be set up 

It IS hoped, in selected areas, to mcrease production of upgraded 
hens hr 50 per cent, and raise per capita supplies of eggs from four 
to tu enh per \ ear. 


Vctenmirv Research 

Programs of animal husbandix development have to be based on 
extensive scientific research, orpnized at three lev els— national, re- 
gional, and State TTie Indian \'etennar}' Research Institute and the 
National Dam Research Insbtute, which undertake fundamental 
research work on pioWeros of all-India importance, are to be strength* 
ened and expanded Further, four regional research institutes mil 
be established bv the Central Government. 


FISHERIES 


First Pla> Rs. 4 crores 


Secovd Plan Rs. 12 crores 


Fish are plentiful m India's ofthore w-aten, if fishermen have the 
kind of boats and equipment to reach them. Inland lakes, rivers 
and water reservoirs also, if stocked and used, are a good potential 
source of supply. 

India began eailj m the First Plan to try to develop its fisheries — 
in part to get more food for better balanced diets, but m large part. 



HIGH LIGHTS 
of programs for 
FISHERIES 


The Second Plan wDl spend three times as much as the First Plan 
on developing India’s fisheries, with these main targets: 

A 33 1/3 pet cent increase in the fish catch from the offshore and 
inland sources. 

Mecham 2 ation and development of deep-sea fishing. 

New and improved fishing harbors. 

Improved fish storage, marketing and transport services. 


as well, to help advance its impoverished fishing communities In- 
dian fisheiroen and their clusters of huts along the shores usually 
lack even the meagerest health cate, sanitation, schools, or other 
services. Raising their incomes and living standards, helping them 
and their communities to adv-ance as a whole, and to share, like the 
rural people, in the nation’s progress, is the important human and so- 
cial side in fisheries development. 

While the Second Plan proposes general development of inland 
fisheries, especially in West Bengal, Orissa and Madras, the greater 
part of the program is for manne fisheries. Technological develop- 
ment and research will be important, yet the mam approach will be 
similar to that of the rural development program— a coordinated 
approach to the social and economic life of fishing communities. 
The Indo-Nor^vegian Fisbenes project set up under the Colombo 
Plan has dev'eloped an imaginabve and significant program of the 
kind m Travancore Cochin (now Kerala State). 

Where under i-anous programs of the First Plan, fish production 
rose by about ten per cent, over the Second Plan fish production is 
expected to increase by one-thud more. An increase of 50 per cent 
over the next ten ^ears is considered possible and practical. 

In the development of sea fisheries, the tasks to be undertaken 



bors, and (4) the organizahon of fish transport, storage, marketing 
and use of fish. 

\\^ith the craft now m use, the activities of fishermen are confined 
largely to a coastal belt of about seven to ten miles. Mechanization 
of fishing craft and improved fishing methods are essential for in- 
creasing producbon in offshore waters. The Second Plan nill ex- 
pand existmg programs and acbvibes along these lines. 

Other measures include expansion of the extended operations at 
the Deep Sea Fishing Stabon at Bombay, the charting of fishing 
grounds bejond the forh-fathom line, exploratorv fishing and chart- 
ing of fishing grounds on the west coast and the east coast and the 
establishment of three exploratorv fishing stations at Cochin, 
Yisahhapatnam and Port Blair. 

The Second Plan also will develop new fishing harbors and berth- 
ing facilibes at existing harbors For developing transport and cold- 
storage facilities, bventv refngerated raihvav wagons for long-dis- 
tance transport will be procured and a number of ice and cold-stor- 
age plants erected, some of these being set up at important centers to 
be operated bs cooperatives Steps have also to be taken for the 
further development of fisherv by-product industnes. 

The Plan includes a lai^e program for research and training on 
inland fisheries, on designing and manufactunng fishing nets and 
other gear, on storage, processing and use of fish, and the establish- 
ment of commodity standards and grades 

FORESTS 


First Pla>- Rs. 9 6 crores 


Second Plan 


Rs. 27 crores 


Compared to the United States of Amenca and the Soviet Union, 
which have one-third of tbeir area under forest, Indian forests cover 



HIGH LIGHTS 
of programs for 
FORESTRY 

The Second Plan wUl spend nearly three times as much as the 
First Plan on development of India’s forests, with these main 
targets: 

Rehabilitation of 380,000 acres of degraded forest. 

115,000 acres planted to commerciaDy important species — teak, 
matchwood, wattle and blue gum and medicinal plants. 
Pemonstration timber-treating and seasoning centers. 
Construction and improvement of 7,400 miles of forest roads. 


only 22 per cent, and a considerable portion is scrub jungle or forest 
in name only. Yield per acre is substantially below that of Western 
countnes, and wood supplies generally are so scant that wood can 
never be used freely as a basic construction material. 

Industnalizahon will, however, bring increased demand for forest 
products, for paper, pl)’wood, packing and construction. Forests, 
moreover, through their effect on flood control and soil consen’ation 
have an important bearing on agricultural production. 

Forest development has, therefore, been given special importance 
over the Second Plan. Emphasis is both on long-range development 
and on the meeting of immediate and increasing demands for tim- 
ber. 

Dunng the First Plan a number of programs for afforestation, for- 
est communications and formation of village and small-scale plan- 
tabons were undertaken. Over 75,000 acres, the vegetative cover was 
restored by afforestation or planting. Over 3,000 miles of forest roads 
were constructed or improved. 

More than 20 million aaes of forest land which, under private 
ownership or management, had been degraded came under State 
control. Matchwood plantations have been raised at the rate of 3,000 



Second Plants Programs 

The Second Plan proposes a considerable step-up in foresbv pro- 
grams. 

One of the special needs is to build up plantahoas of comineiriallv 
important species The Second Plan will plant 50,000 acres of forest 
land anCT.’ v.ath commemalls important species like teak; 50,000 
more acres of matchwood, 13,00 acres nith species of n-attle and 
blue gum, 2,000 acres mth medicinal plants 

Other programs include rehabihtahoa of about 350,000 acres of 
‘'degraded” forest areas 'abicb base come under State control during 
recent sears; and plantations along canal banks, m roadside asenues, 
shelter belts and on sillage sraste lands. 

The Central Gosemment ssiU set up three or four demonstration 
timbei-tieabng and seasonmi centen, ssatb a snew to upgrading 
secondarv timbers and utflizing them fulls. State Gosemments ssill 
set up about ten similar small-scale plants. Forest resources sursej's, 
including a timber trends surver, construcbon or improsement of 
7,400 miles of forest roads, adoption of better techniques for bmbei 
extraction, such as improsed ‘loggmer methods, are other actisib'es 
planned. 

It is proposed that, uith close and ssmpathetic guidance from 
forest departments, more foiest labor coopeiatises be established for 
ssorking the forests, so that the profits w^ch non go to contractors 
can go more fulls to forest workers. 

The program for forest research during the Second Plan includes 
a number of projects at the Forest Research Institute, Debra Dun, 
and a neu regional research center, with units at both Coimbatore 
and Bangalore. 

A Forestn Commission has been recommended to coordinate 
forest deselopment and management and to undertake such tasks 



tim er and other forest produce. 

The conser\’ation of wild life is an integral part of forest manage- 
ment, especially in view of the urgent need for protecting India’s 
rich heritage of wild life, which is now finding its last refuge in the 
national forest reserr’ations. In order to conserve wild life, forestry 
programs in the Second Plan include the establishment of eighteen 
national parks and game sanctuaries, besides a modern zoological 
park in Delhi. 


SOIL CONSERVATION 


First Plan Rs. 1 crore 


Second Plan 


HIGH LIGHTS 
of programs for 
SOIL COt^SERVATlOy 

The Second Flan will spend twenty tiines as much as the First 
Plan on soil conservation, with these main targets: 

Direct lehabilitation of 3 million eroded acres, 2 million of them 
on agricultural land. 

Conservation measures started on TSOjODO acres in bills, river 
valleys, ravine and waste lands. 

Education in soil conservation methods for villagers, and espe- 
cially tribal peoples. 


For about 50 to 60 per cent of India’s cultivated area, irrigation is 
not possible, and soil conservation measures offer the most hopeful 
possibilit)’ of raising agricultural production. 




In the -villaees, on lands norr bemg fanned, the Extension Semce 
cnder the rural development program is to be the chief agencj- to 
teach soil conservation methods as part of eood farm managemsit. 
In mial areas, block and iillage workers wiD stimulate local leader- 
ship, as has been done m the Umted Slates and elsewhere, in organiz- 
mg commnniti action to put soD consenation measures into efiect on 
eroded liHage common grazmg lands and forests, and to hdp set 
commmutT standards for land manasement for indindnal fanners. 

Steps for the control of shiftmg sand dunes are to be undertaken 
oi-er an area of 550.000 acres, pnnapalli m Kutch and Ra]asthan In 
important ha-ct ^allei-s- HDv remons. lanne and waste lands, measures 
such as aSorestatioru fire control and contour bundmg wiD be earned 
out on a total of '“50.000 acres 

A Central Sofl Consen-abon Board was set up m 1955, and almost 
all States now ha%e their own Boards The Central Board has circu- 
lated to the States a model bill for soil conseiwabon legislabon. 

Fn^ researcb-and-traimng centers m sod consersafaon haio been 
established at Dehra Dun, Kotah, Vasad, BeHarv and Ootacamund, 
and a research stabon at Jodhpur far studsmg diSerent groups of 
problems These stabons are engaged m deieloping efiecbsc prac- 



standards. Reconnaissance surveys on a i^onal basis are also to be 
undertaken. 

A major problem and possibibtv, hmsever, is educating the -vil- 
lages in soil conservation methods, m control of erosion and over- 
grazing, in contour bunding, afforestation, and so on 

Mam of the people concerned are nomadic tnbal peoples who cut 
down forests to practice a destructive shifting cultivation. Educa 
Hon may include their resettlement. The Xafaonal Extension Serv- 
ice and communitv development programs, which reach to the 
villages, are the most effective media for approaching, educatmg and, 
as needed, resettling these tnbal peoples 



Fibst Px^- 


Rs. 690 crores 


Secovd PijXX Rs. 913 crores 


HIGH LIGHTS 
of programs for 
IBBIGATIOS ASD POWER 

To pro'ide water for Indian Gelds, power for India’s industries, 
iomcs and WHages. the Second Plan spend Bs. 9I3 crores, or 
32 per cent more than the First Plan for de> elopment of irrigation 
and power. The main targets are: 

Irrigation 

Twents-one million more acres irrigated, or uearlj" a third more 
land under iirigab'oo than in 1956. 

One miQioQ more acres irrigated by tube wells. 

Half of all irrigated lands put under permanent reliable types of 
irrigation. 

POWTB 

A 100 per cent increase in power production and consumption. 
Electrification of all towns with 10,000 population or oscr. 
Electrification of S6 per cent of towns with 5,000 to 10,000 pop- 
ulation. 

Electrification of oser 2 I 2 times more s-illages, or a total of 
23,900. 




CHAPTER VI 


Irrigation and Power 


IRRIGATION 


Fihst Plan Rs. 384 * crores 


Second Plan Rs. 416 crores 


Irrigation is the lifeblood of Indian agnculture. Unreliable rainfall 
and inadequate water supply have been ma|or causes of India's 
scanty harvests, crop failures and. m the past, of famine. Yet, where 
irngation is available, most farm lands m India’s warm climate can 
grow two or even three crops a year instead of one, and give con- 
siderable additional farm employment. 

India has, therefore, practiced migation since ancient times through 
wells, "tanks" (reservoirs), and canals. In the nineteenth centuiy an 
extensive canal system svas installed, pimcipally in North and South 

' First Plan Allocation. 
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On the Pzrtjtion of India m 19 t”, iitrxe%'ei. neaik half of all the 
imgated lands of undmded India went to Pakistan, and at the start 
of the First Plan httle more than a sncih of all farm land vras irri- 
gated, Imgabon became a top pnontv of the ne^ Gcn-einment, and 
one of the achie%einents in 'rchich independent India takes paiticnlar 
pnde is the ten mfUtons of new acres it has brought under irriga- 
tion. 

The Firrt Plan alone increased the area of imcated land hr cearlr 
a thud cn-er 1950-1931. and nhen the imgation projects of both the 
Fnst and Second Plans are completed more land wiH be under im- 
^tioa than in all of India's centunes of histon . 

India has abundant cources of water, pnneipallv from its great 
nicrs. In 1950-1951 onk 5 per cent of the mer suppK was bemg 
used for imgaboa Incomplete sur\ers indicate that there is abo 
a seiT substantial amount of underground svater. chicSv m North 
India, and m Bonbav State Stomge of monsoon rams is another 
source of supply 

Although a full survei of India's total water resources is still 
under way, it is non estimated that about half of all farm land can 
be brought cnder imgabon 

Planomg of seseml great mulb-puipo^e n\er x-aBev projects, which 
would supph imgabon and power, and pronde for water storage 
and £ood control, began estn before Independence under the sbmu- 
lus of a senes of disasbous Goods, dronrhb and famines in the 1940' s. 
Work was started in the Damodar k'alles Bihar and Bengal', at 
Hiiaknd (Onssa), at Bhatra-Nangal (Punjab and Rajasthan) Plam 
for other projects had been drawn up bv mam States. 

The First Plan allotted otci 16 per cent of its total budget to 
des'clop imgabon alone. IS per cent for irmrahon and power com 
bined. Most of these funds went to 'peed work on the major nver 
>-al’eTi mulb-puipose projects, nicludmg those on which constme- 
bon had alreadj been started 

Some of the most important of these projects are the follow-mg 



IV r, UDja 

This is the largest of the project^ and includes the highest poured 
concrete gravity dam in the world. On completion (about 1960) the 
project will irrigate 5.6 million acres in Rajasthan and the Punjab, 
by means of 3,000 miles of canal system. 

The Nangal canal system opened in 1954, and is already irri- 
gating 1.2 million aaes. About 1.1 million more acres -will come un- 
der irrigation over the Second Plan. The first of four powerhouses 
was opened m 1955; the project’s ultimate power capacity is 594,000 
kw. The estimated cost is Rs. 160 ctoies. 

Dawodar Valley Damodar River, Bibar and West Bengal 
“India’s TVA,” this project, begun in 1948, will on completion irri- 
gate 1.1 million acres, and deliver 254,000 kw. of power. Two large 
dams, an irrigation barrage, and a thermal power station (at Bokaro), 
one of the largest in Asia, have already been completed. Two other 
dams are under constnjcbon; both will have hydel stations attached. 
An eighty-five-raile irrigation canal will provide a navigable route for 
boats and barges between Ranigan} coal fields and the Hooghly River 
in Calcutta The estimated total cost is Rs. 86 crores. 

HiRAtrun. Mahanadi River, Orissa 

Serving an area of considerable mineral and forest wealth and indus- 
trial potential, this project when completed will imgate 1.8 milhon 
acres and deliver 232,500 kw. of power from five powerhouses. It con- 
tains the largest earth dam m the world. The dam was completed 
and inaugurated m January 1957. The esbmated total cost is Rs. 86 
crores. 

Kosi. Kosi River, Nepal and Bihar 

This project, designed to tame the most destructive of Indian nvers 
(the River of Sonows), will ultimately include a barrage in Nepal 
(which IS cooperating with India in the project) and two canal sys- 
tems and protective embankments for control of flood waters. 



completion, tie project ^vill imgate 1 6 million acres in Nepal and 
Bihar. The estimated total cost is Rs 46 crores. 

TungabH-adra: Andhra and Mjsore 

This project calls for a dam, two powerhouses and a canal system 
ultimateh imgatmg 700,000 acres, and delnenng 63,000 h\v. of 
power. The dam was maugurated in mid-1955, and 47,000 acres ha\e 
alread} been put under imgation. The power station opened in 
January 1937. The estimated total cost is Rs. 60 crores. 

Other important imgation and power projects are Chambal (Rajas- 
than and Madhja Pradesh), which will imgate 1.1 million acres and 
generate 176,000 hw. of power. Lower Bhavam (Madras), 207,000 
acres; and Na^arjunasagar (Andhra), 1.9 milhon acres. 

Second Plan Irrigation Programs 

The Second Plan will provide Rs 381 crores for new irrigation, or 
about the same amount as the First Plan Rs. 35 crores in addition 
is allocated for projects to use India’s share of tie water of the Indus 
River Sjstem. Total Second Plan outlay on imgabon will thus 
equal Rs 416 crores 

About half of this will go to completion of projects begun under 
the Pint Plan With the remaining funds l95 new projects will be 
started, with emphasis on those of medium rather than of large 
scale. Only seventeen of the projects will cost more than Rs. 5 crores 

From these projects alone, the imgated area ^ will be increased by 
2 million acres a ) ear in the first three jears of the Plan, and by 3 
million in each of the last years In all, 21 million new aaes wall be 
brought under imgation from all projects, including 9 million acres 
from minor imgation noils (well^ and so on) which will be built 
under agriculture development programs. 

‘ In addition to 6 3 milbon acres put oDder imgaboa from these projects o\-er 
the First Plan penod 



, n source o 

inigation in some areas of India, particularly in the Indo-Gangetic 
plains in the North. A tuhe well is a single hollow tube or cylinder 
about 16 inches in diameter which is drwen down to an average of 
300 feet to reach underground water. A Diesel or electric pump pulls 
the water to the surface. One tube well can irrigate 300 acres. 

Relatively few tube wells (2,500) were installed prior to 1951, and 
those chiefly in Uttar Pradesh. Under the First Plan nearly double 
this number (4,422) were installed, bringing eventually 2 million 
acres under secure irrigation, m North India, Bombay and Bihar. 
The Second Plan allocates Rs. 20 crores (under its agriculture 
“minor works” budget) for tube wells to irrigate an additional mil- 
lion acres, in the same States, plus Madras. 

liUUGATfON By TUBE WELL 

INCUZASE 

Asof]951 AsofI9!6 Ajc/J95I I9SI-61 

No. of tube wells 2,500 6,022 10,503 520% 

Total acres irngated 1 million 3 million 4 million 300% 

As shown in the chart below, India’s total area under irrigation 
will have more than doubled under projects started in the First and 
Second Plans, when these are completed. Viewed another way, this 
means, as noted earlier, that m about fifteen years independent 
India will have put more land under irngation than all its previous 
history. The proportion of irrigated land to total cultivated area will 
rise from 16 per cent in 1950-1951 and 20 per cent in 1955-1956 
to 27 per cent when First and Second Plan schemes are completed. 

India’s achievement is also important in terms of quality pf irri- 
gation In 1951, only 20 of the 51.5 million irrigated acres were 
under a first-class permanent tj'pe of irrigation, that is, a permanent, 
secure canal and reservoir system that will provide water regardless 
of rainfall. Most of the new irrigation being installed under First and 
Second Plan projects is of permanent character. The total area put 
under secure irrigation will be 57 million acres, or about three times as 
much as in 1950-1951. 


at y e experience of dre First 
Plan was that canal and distribution systems must be built and 
ready at the same time as the reservoir, so that water stored and 
available can be carried without delay to the farm fields. It is also 
important that through the rural extension service and other means, 
farmers have their lands ready for wet crops and know the new 
cultivation techniques that must be used. 

Cost of Irbigation 

Costs of installing permanent irrigation vary from Rs. 250-300 per 
acre in the North to Rs 600-650 in the South, where irrigation 
provides for nee cultivation. To help the Government finance this 
high cost, a betterment levy— a capital tax on lands brought under 
irrigation by Government schemes— has now been accepted in prin- 
ciple, and legislation has been passed in nearly all States. The exact 
levy, determined by each State, is generally related to the increase in 
land value, and may be paid in cash, either m a lump sum or over a 
period of fifteen years, or m land. 

Reseakch 

Many of the States were hampered in proposing Second Plan irri- 
gation projects by lack of complete and accurate supporting data. 
The Government is aware of the need for detailed investigation and 
surveys on the most desirable location and type of irrigation, on 
area water requirements and resources, and on soil types as well as de- 
sirable cultivation patterns under irrigation, and a research plan 
has been drawn up for the Second Plan A Central Research Station 
in Poona and twelve State Research Centers set up in recent years 
have been conducting comprehensive research on imgation works, 
hydraulics and soils. An additional research station is proposed un- 
der the Second Plan 


FLOOD CONTROL 

India has historically been subject to continued and often disastrous 
floods. The floods of 1954 and 1955 caused damage estimated at $1.2 



great human miserj’. These losses are especially severe for a nation 
which needs to conser^’e its funds and energies for development. 

As many of the nvers cross more than one State, the problem of 
flood control is necessanly an mter-State problem. A Central Flood 
Control Board was set up in 1954 to draw up a coordinated flood con- 
trol program and to consider projects proposed by the States. A 
tentative program of worhs to be earned out dunng the First Plan 
was prepared, and Rs. 165 crores W'as made available as loans to 
States for flood control proposals. 

Essential data needed for drawing up comprehensive plans for 
flood control projects are now being gathered Until survevs have 
been completed and the necessary data collected, protective works 
of an immediate nature will be earned out which will eventually 
form part of comprehensive plans Rs. 60 crores has been made avail- 
able in the Second Plan for immediate and short-term measures. 

POWER 


First Plan Rs. 260 crores 


Second Plan Rs. 427 crores 


To pump imgation waters to the fields, to turn the wheels of its 
new and expanding industnes, to raise living standards in the vil- 
lages as well as in the cities, India must have an adequate supply of 

pOW CT. 

Fortunately, India has one of the highest potentials for h)droeIec- 
tne power m the world, roughly 35 million kvv.^ Less than 5 per cent 
of this is now developed, in spite of the tremendous expansion over 
the First Plan >eais 

Together with other power generated by coal and oil, the na- 

’ Thu u over times the total electnc generating capaaty of Japan, a big 
user, m 1954--55, and about IVi times that Great Bntain at about the same 
penod 



long period. India is also woilang toward development of atomic 
energy" as a supplementarj' source of power, especially in areas, such 
as Central India, remo\ed from hj*dro and coal resources. 

The First Plan acted \agorouslv to increase power capacity and 
production, chiefly through h^droelectnc stahons in large multi- 
purpose projects such as the Damodar Valle)’, Bhakra-Nangal and 
others throughout India Installed capacih- m 1956 is 50 per cent 
higher and electnc energy production 67 per cent higher than in the 
beginning of the Plan Most of the increase came from Gosemment- 
owned plants.^ 

As a result of these Fust Plan efforts, power consumption has 
n'rtuall) doubled in India o\er the Fust Plan )ears, measured either 
in per capita terms or m the number of towns and soilages electri- 
fied. 

The Second Plan will greatl) step up power deielopment, not 
only to meet India’s immediate needs but to prepare for those of 
the Third and later Plan penods WTiat the Second Plan now^ pro- 
poses IS to more than double installed capacit), production and con- 
sumption bv 1961, and o\er the Thud Plan more than double these 
again. Total installed capacih' is targeted at 15 million lew. m ten 
years (by 1966) The number of towns and soilages electrified over 
the Second Plan alone will increase by more than times o\er the 
present number. 

Emphasis will be on hsdro, rather than thermal, mstallation, of the 
fort) four major new public projects proposed, twent)-four are for 
h) dio generahng schemes. About 8 per cent of India’s hj dro capacit)’ 
will have been developed bv 1961 

Over the Second Plan, as over the Fint, and in beeping with the 
new Industrial PoliC) Resolution, the major portion of the new ca- 
pacit)’ and production will come firom Government-owned utilities. 
However, there wall be considerable increase in pnvate capacit)’, from 
privately ow’ned utilities and from private industrial power plants. 

* State-owned capaaty increased 135 per cent, pnvate 18 per cent. PtoducUon 
from State-owned utilities went up 114 per cent, from pnvate 43 per cent 



to rnral areas Ijing along the routes 
Rs. 427 CFOres is allocated for power development in the Second 
Plan, as compared with Rs. 260 crores * over the First. Part of this will 
be used to continue power projects initiated over the First Plan, and 
to start projects which uill jield results over the Third Plan. 

The Rs. 427 crores will be spent as follows: 


Rs Crores 


Generation 255 

Transmission 92 

Distnbntion m ubaa areas 25 

Small towns and rural electnficabon 75 


All 

It IS expected that pn\ale utilities mil invest roughly one-tenth 
this amount, or an addibonal Rs 42 crores. 

The following table illustrates the progress in power production 
from pre-PIan jears through the Second Plan. 


PROGRESS IS POWER FIRST ASD SECOND PLAN’S 
(Energ% gcncraled (iw/i m millions)) 



1950-1951 

1955-1956 

1960-1961 

% Increase 
Dunne the 
Secornf Plan 

By Public utilities 
State-owned 

2,104 

4.500 

13,500 

200 

Compans mracd 


4,500 

5,500 

25 

By Pnvatc utHitics 
(Sdf generating mdus 
trial establishments) 

1.46S 

2,200 

5,200 

45 

TOTAL 

6,575 

11,000 

22,000 

100 


' Allocation Total expenditure Rs 274 crores 




ma own an Rural E?ecfri|tcafaon 

To raise living standards, to make pump irrigation possible, and to 
increase employment and production m village and small industry, 
the Second Plan proposes an intensive program of small-town and 
rural electrification. All towns over 10,000 population will be electri- 
fied; 86 per cent of all towns from 5,000 to 10,000 population. 

Although as yet only a tiny fracbon of Indian villages are electri- 
fied, the progress over the First Plan was measurable, and will be 
markedly stepped up over the Second Plan. Somewhat under a 
sixth out of all Second Plan funds allocated for all power de- 
velopment will go to rural ekctnficahon By the end of the Plan, 
2.5 per cent, or 13,900 villages, ivill be electrified— still far too few, 
but over 2Vi times as many as in 1956 

PROGRESS IN TOWN AND RURAL ELECTRIFICATION 
FIRST AND SECOND PLANS 


Population 

Number op 
Towns ane> 
Villages 
Accobcivc 
TO 1941 
Census 

Per Cent 
Electri 

PIED AS 

OP March 
1951 

NuRfBER OF 
Towns and 
Villages 
According 
to 1951 
Census 

Per Cent 
Electri 
PIED AS 

OP March 
1956 

Per Cent 
Elects! 

PIED AS 

OP March 
1961 

Over 100,000 

49 

1000 

73 

100 0 

100 0 

50,000-100,000 

88 

100 0 

in 

100 0 

100 0 

20,000-50,000 

111 

86 6 

401 

91 2 

100 0 

10,000-20,000 

607 

42 8 

856 

409 

100 0 

5,000-10,000 

2,367 

109 

3,101 

38 7 

85 8 

Less tbaa 5,000 

559,062 

0 5 

556.565 

0 95 

2 49 


The costs of distnbution of power to villages are very high— an 
average of Rs. 60,000 to 70,000 per village, owing to their distance 
from power sources Rural electrification therefore must be on a 
planned basis, the first villages served being those near towns already 
electrified, or near transmission lines. 

To reduce costs to villa^ consumers, the Second Plan recom- 
mends that the State take surplus revenues from urban and indus- 



tion pumping, motor and pump mamtenance, and so on. 

The Central Government has also made long-term loans to State 
Governments to imhate local Diesel generafang stations and expand 
distribution, and will continue domg so over the Second Plan. 



SECTION II 


INDUSTRIAL development 



CHAPTER I 


Policies, Priorities and Targets 


As India builds a strong, Mta) democrabc agncultural societ}, pro- 
ducing more and more food, and more informed and able rural citi- 
zens, it will at the same time build up basic industries 
As we hai-e seen, the dtnamism of the Second Plan and the 
“grand strateg}” in its war against poverl}' he in this program of rapid, 
basic industralization As all adianced nations show so clearly, in- 
dustry is an essential means to higher incomes, production and em- 
ployment, and an expanding economy 
The Second Plan is India’s first concentrated effort to industrialize 
It hopes to lift industrial production to 64 per cent above that of the 
end of the First Plan, or nrtuallv to double it from pre-First-PIan 
levels 

Well over half of all investment, public and pmate, made in India 
over the Second Plan will go to industrial development, if power and 
transport are included 
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enterprise and Government wffl equal three-fourths as much as the 
Government spent for all puqxKes In the First Plan, when maior 
emphasis was on agriculture. Pnvate investment in large industry 
and mining alone is expected to be more than double that of the 
rirst FJan. 


1. THE INDUSTRIAL POLICY RESOLUTION 
Rapid industrialization will have far-reaching effects not only upon 
India s present economic pattern, but on India's culture, on its po- 
litical and social future. As India stands on the threshold of its in- 
dustrial revolution, therefore, it has delibemtely and carefully drawn 
up basic policies to ensure that its industrial growth may be orderly 
effective, and may be accomplished, not at human and social cost 
but to the benefit of the Indian people. 

The most important of these poliaes are contained in India's re 
™ed Industnal Policy Resolution,* which the Prime Minister read 
before Parliament on April 30, 1956, only a few weeks before sub- 
mission of the Second Five Year Plan. 

■ne Second Plan speciffcally stales that ",l ,s withm the frame- 
work of this new Industrial Policy Resolution that rapid industrializa- 
tion has to be carried through tn the coming years." 

The Resolution, a revision of an earlier one announced in 1948 
significantly takes as its starting pomt the Constitntion of India’ 
It cites the Constitution's important "Drieelrve Pnncples of Stale 
Policy" under which the Stale is directed to work toward securing 
social, economic and political ,ushce, toward secimug adequate 
means of livelihood for all citizens, equal pay for men and women 
protection against abuse or exploitation of the health and strength 
of workers— men, women and especially children ^ 

The Resolution cites further the directives that en|Oin the State to 
work toward securing that "ownenhip and control of the matenal 
resources of the community arc so distnbuled as best to subserve the 
’ The ful! text of the Resolution is gnea m the Appenda. 



tion also makes cleat the Gcfvemment’s dut%’ to mobilize and train 
technical and managerial personnel for mdustn’, and to proride 
good working conditions, social services and incentives for all indus- 
trial norkers Goi’emmenl-owned enterprises must set an example 
m this respect. 

The Resolution emphasizes the need to decentralize authority in 
Go\ erament-owned industnes and to have sound, business-like man- 
agement. Profits of the Government enterprises are to go into public 
revenues, but public enterprises should be “judged by their results” 
and have the ‘^argest possible measure of freedom.” 

The Resolution also stresses throughout that “the principle of 
co-operation should be applied wherever possible,” so that more and 
more pnvate enterprises are dev'eloped on cooperative hnes. 

2 INDUSTRIAL PRIORITIES 

Such then are the general policies underljmg India’s effort to set up 
and encourage mdusti)' India has also found it necessary to set some 
order of pnonties, in view of its limited funds, and especially of 
foreign exchange, on the industnes to be poshed first and fastest. 

Three pnncipal constderabons for setting pnonties have been 
kept in mind. The indostne? which are to be emphasized most are 
those which will give the Indian economj the biggest push fonvard, 
those necessar)' to raise the Irving standards of the Indian people; 
and those necessaiy to help India earn its urgently needed foreign 
exchange 

The following are among the lop pnonbes. 

First Fnonty stepping up production of iron and steel, heavy 
chemicals (including nitrogenous fertili^^ers); and developing 
heavy engineering and machine-building industnes. 

Second Priority, expanding capacity to produce aluminum, ce- 
ment, chemical pulp, dyestuffs, phosphatic fertilizers, and essen- 
tial drugs. 



. j ^ ail exis - 

mg industnes, such as jute and cotton textiles, and sugar 

unused™”'*^' P’™‘ 

Fifth Priority- expanding capacity for consumer goods produeHon 
m both cottage and small-scale industry, and in medium and 
larger industry. 

This does not mean that nK needs for first-priority industries must 
met before funds or effort is pot into those of losver priority 
or into any other programs. Rather it means that, in balancing 
total investment and effort, the emphasis given within each 
of heavy and other indnslties will follow this order of pri- 

■ ‘’"'y G°'Cniment-owned 

industry, but pmate enterpnse as well. This is handled through eon- 
ultation noth Development Councils of major industries (there are 

"'rhed f "quinug licensing for all 

scheduled induslnes, that is, those scheduled under the Industries 
(Development and Regulations) Act of 1951, which includes all 
industries of an essential nation-building character. 

The reasons for selecting these priorities are brieflv 
The requirement for steel by the end of the Second Five Year 
Plan wall be very large; conHniral big imports of non and steel would 
require large amounts of scarce foreign exchange. India, moreover 
has the resources for efficient, Iou-co$t steel production 
Dependence on imports means nnecrtaintics of both price and 
dehv^. India foresees, however, that as the economy expands de- 
mand for steel will eontmne to reqnim imparts. India hZs at fte 
same time however, to expand its export wrth trade in steel and 
iron to earn more foreign exchange. 

H^vy engineenng and machine building industries are naturally 

ivrthin .he eonnt.,.he hull of the na'i^n" 

meat and the machinery required for development At present Ind« 



plants, and other basic industries. India must begin the manufactur- 
ing of some of such heavy machinery although an expanding economy 
will continue to require imports for a long time to come. 

Cement tanks next to iron and steel as an essential for a growing 
nation— to build more irrigation works, houses, factories, schools, 
roads, and so on. Production of cement must be more than tripled to 
meet Second Plan needs. 

The reason for the high prion^ on fertilizers is obvious, in view 
of the urgent need for bigger crop yields, and of the intensive agri- 
cultural programs which have been planned. Total fertilizer needs 
by 1960-1961 will be 2 5 million lons,^ or over 6 V 2 times 1955-1956 
production.® 

Jute and cotton textiles are India’s most important exports and 
earners of foreign exchange. If India is to keep its competitive posi- 
tion in foreign markets, modernization of obsolete equipment is im- 
perative. 


The Balance of Consumer and Heavy Industries 

As wt have seen, India is determined that industrialization shall not, 
even at this beginning stage when very heavy investment is needed, 
be carried out at the cost of cutting down production of consumer 
goods. The whole object of the Plan is to increase the living 
standards of the Indian people. The only question is how fast 
standards may increase, given the people’s needs, availability of capi- 
tal and know-how, and the cost, particularly m foreign exchange, of 
pro\'iding adequate equipment to produce and transport the needed 
goods. 

Stnking the correct balance within the Plan period, between the 
size of investment in heavy industry and in consumer industry is ad- 
mittedly extremely difScult. For India this is particularly true in the 

' Phosphatic and mtrogenoos feitiltzcR. 

“ 1955-56 production, 396,000 tons. 



, na y pro uce consumer item 

most importai^t to the Indian masses. 

In general in fixing the individual torgets for production of manu- 
factured consumer goods, the Planning Commission made them 
adequate to meet all now foreseeable demands. At the same time, as 
mentioned earlier, the Commission had to keep in view that some 
restraint on such consumer goods might be necessary, especially where 
the machinery or raw malenals needed to produce them must be 
imported at the cost of scarce foreign exchange. 

Fortunately, compared to advanced countries, there are relatively 
few points where decisions have to be made. Industrially manu- 
factured consumer goods form a very small part of the average 
Indian family’s budget The exceptions are cloth, and to a lesser 
extent sugar, bicycles, sewing machines, footwear, all of which can 
be made both by cottage and by smalkcale industry as well as 
costly modem factones. 

Cars, radios, refrigerators, e\'en modem medicines are not com- 
mon consumer and “cost-oMivmg” goods in India as they are in 
some advanced countries. They are not therefore goods which com- 
pete, as in advanced countries during World War II, for scarce steel 
and similar raw materials. Such goods ate luxuries available only to 
a tiny fraction of the people in the highest income groups, and far 
beyond the reach of the vast bulk of a population whose per capita 
income is 556 a year. The mass of the Indian people must spend 60 
to 70 per cent of tlieir family eamings on food and clothing alone. 

Cottage and small-scale industnes, whose production can be 
stepped up at relatively small cost, are being counted upon to provide 
an increasing portion of the consumer goods other than food. They 
are expected to meet a substantial share of the increase in demand 
that will arise over the Second Plan as incomes and employment 
go up. Hand looms, for example, are expected to provide about two- 
thirds of all the additional cloth that ivill be required over the Sec- 
ond Plan penod. 

As mentioned earlier, the production of consumer goods from 
large and medium industries is expected to go up 18 per cent, and 



Bdjjncing Large and SnuiH Industries. 

The need to encourage smU-scale and tillage industries raises a 
special pioblem ■n-ith ses’Cral unpoxtant tspses of consumer goods, 
notablr cotton textiles, whidi are in India produced both by large- 
scale. highlr mechanized mdnstnes, and br the most simple cottage 
mdustnes. 

For reasons alreadv mentioned and to be discussed more fulls in 
a foBouing chapter, the Gni'eniinent's desire is to protect small pro- 
ducers. To do so, it has been following m a few fields what it calls 
a “common production program.” This is a pohcv of' (cr) restnchng 
expansion in the large-scale mdustnes which dnectls compete with 
small-scale and cottage mdustnes, (b) of sethng quotas of production 
as between small and large industries, and (c) of taxmg coropetuig 
large mdustnes to help pas for programs of support to smaB indus- 
tnes. The Industnal Poha Resolution has reaffirmed this pobcs . 

The principal industries under “common piodncfaon programs” 
are cotton te^es, matches, soap, legetable oils, tanning and leather 
footwear. Although the common producboo program has not been 
apphed m full to am mdustn. in cotton textiles, for example, cer- 
tain s'anehes of cloth commonb nsed b% \illageis’ were resersed 
for the hand-loom industrv and a cess, or excise duh was apphed 
to mills, which is used to help small mdustn get on its feet. 

The pohn has eiohed considerable interest, and some cnticism, 
outside as well as within India It is said b\ some that the policy 
restncts industrial expanaon and pioduchon. blocI,s technological 
progress, and, moreoier. remoies from protected small mdustnes the 
health) stimulus and nsJj of competibon in senmg the Indian 
demand and market 

For India, protecting small producers is, as we hare seen, one as- 

’ Soch 25 S2ns using d\ed lani dbotis with borden <p'er a ceit3m tndthl, 
luagis. sarongs, etc 



pec o t e larger problem of orderly transition from a traditional 
pre-industrial economy to one which is modern and technically ad- 
vanced. It is seen also as an inevitable compromise while unequal 
levels of technolog)’ remain withm a given industry, while de- 
pendence for new employment as yet falls so heavily on small in- 
dustries, and while small industries are helped to gam strength. 

The Indian Government feels that assigning certain kinds of pro- 
duction to small business will help small manufacturers organize 
to supply parts or perform certain processes for large industry, and 
thus to take their rightful place in a more industrialized economy. 

Limiting expansion or production of large industry admittedly 
raises many issues. It has to be handled so that on the one hand 
shortages are avoided, and on the ottier hand, small industries pro- 
duce enough to supply the lai^er market thus set aside. 

For example, to protect hand looms, practically no additional 
mill looms had been authorized since 1955, and the Second Plan 
had originally proposed none. Cloth shortages m mid-1956, and the 
urgent need to modernize textile mills so that they may compete 
successfully m the export market, have forced a revision of policy, 
and some new looms have been sanctioned. 

At the same time it is clear, however, that regardless of how much 
mill expansion may be possible over the Second Plan, hand looms 
will for some time to come continue to contnbute a necessary and 
important share of all cloth produced.* 

The Government’s polic)' is, as has been noted, to press as rapidly 
as feasible in this transition penod for adoption of technological im- 
provements and high production methods for cottage and small in- 
dustries. The shortage of cloth has given this Government decision 
added strength and support, having clanfied for the Indian public 
more sharply than any other issue might, that India's newer prob- 
lem IS not dividing a restncted market, but organizing to produce 
for an expanding one. 

' See Village and Small Scale Industnes, p 285 



The need for immediate mdostrial progress means that, for the most 
part, new industries must be located in areas where adequate rav, 
matenals and transport facflihes are already available— in short, in 
areas already de\ eloped to some degree. 

The Planning Commission hopes, houeser, over the course of the 
Second Plan, to uork toward some solution to the problem of the 
senous inequalities m development between various regions of India 
A start has been rnade, m so far as possible, m the location of the 
new industries which have an important part to play in regional de- 
velopment as a whole Two of the tbree new steel plants are being 
put up m the relahvelv underdeveloped areas of Madhva Pradesh (at 
Bhilai) and Onssa (at Rourlela). A heavy electrical engineering 
plant IS also to be set up in Madhya Pradesh (at Bhopal). In Madras 
State, which has no coal resources, an important lignite project was 
begun m earH 1957, m South Atcot 

Surveys for mineral resources in other areas, research on manu- 
factunng processes and products which can be earned on by de- 
centralized industries, will make it possible over later Plans to help 
all regions advance 

3. TOTAL LV\^ESTMENT IN INDUSTRIAL DEVELOPMENT 

TTie total amount that the Indian Government and Indian pnvate 
enterpnse will invest m industry (small and large industnes and 
mining) over the Second Plan is expected to come to Rs. 1,465 
crotes.* This is nearly 4Vi tiroes as much as actual investment for 
these industnes by both Government and pnvate enterpnse over the 
First Plan 

Pnvate investment alone is expected to be more than double, 
Government investment about mne times, that actually made over 
the First Plan period 

’ Exclusive o{ investment of Rs 150 croies m plant modernization. 



T IN INDUSTRIAL GROWTH 19S6-I961 
Rs. Chores 


Pnvate Public 

Invest- Invest- 
ment * ment Total 


Large and Medium In- 
dustry AND Mining 

Large and \Iediuin 
Industry 

Mining and Mineral 
Development 
Village and Small 
Industry 

TOTAL 

Power 

TOTAL 


575 

555 

<0 

100 

625* 

42 

In 


670* 

600 

70® 

120 

~790 

407 

1,197 


1,245 

1,135 « 

no 

220 

~1,465 

456 

1,914 


National Industrial Development Corporation NIDC funds of Rs, 35 

crores oes p, 

Governments' projects, some of which 
through State Financial Corporations, will assist pnvate enterprises, etc 
® Excludes estimated current expenditures 

xPi' I'®"* the total outlay in the table given in the following 
pages on Medium and Large S«le Industry, which deals on% with direct expend? 
ture, and excludes some items like those mentioned under Note 2 above. ” 


In keeping with India’s industrial policy and its agreed-on order 
of prionties, virtually all the proposed Government investment goes 
to such basic industries as iron and steel, coal, fertilizers, heavy en- 
gineering and electneal equipment. 

Similarly the large portion of all pnvate investment goes to these 
heavy industries (for example, one-fifth, or Rs. 115 crores, to iron 
and steel alone). 

It IS particularly interesting that, in keeping with the Industrial 
Policy Resolution, the Government is in the uaHonal interest seek- 
ing the cooperation of pnvate enteipnse in essential industries Pri- 
vate enterprise will m fact be investing two-thirds as much m these 
industnes as Government, as the following table shows: 



fmate 

Bv Govt Industn ‘ Industr) 


Total 


Producer goods 463 

Industry machiner} and capital 
goods 84 

Consumer goods 12 


296 759 

72 156 

167 179 


TOTAL 


559 555* 1.094 


' Includes new investments of NIDC 

* On certain pioiects wi\ol\«ig the use of NIDC tesonices, decisions ha%c >et to 
be made nhether they will be handled by Gosemment or pnvate industrs 


4 INDUSTRIAL PRODUCTION TARGETS 

India has set itself some set)’ high produchon targets for mdusti) 
over the Second Plan. The increase in production evpected is higher 
for mdusti}’ tJian for an} other part of the economv—a 64 per cent 
increase for all industries taken together This means, as mentioned 
earlier, that by the end of the Second Plan industrial production 
will ha\e almost doubled oser the levels of 1951, the last }eaf before 
India began pushing its economy forward.’ 

Some targets for specific industries are very high indeed— 
tunes more steel and aluminum, slx hmes more phosphatic fertilizers, 
fourteen times more newsprint, three times for machine tools, 
bmes as many electric motors, three times as much cement; twice 
as man)’ Diesel engines, sewing machines Tlie list on the next page 
gives some of the targets for these and other industrial products. 

Tlie Second Plan targets have been set after consultations of the 
Planning Commission with representatives of important industries 
and the Industrial Development Councils, bv recommendahons made 
by the Ministries of Commerce and Industries and Agriculture; by 
rev’iewmg the actual rate of investment over the First Plan, and by 
* 1951 index of lodusfrul production = 100, 1955-56 = 150, 1960-61 = 194 



pRODtTCnOV 


Industi} 

Product 


Unit 1955-36 196G-61 

Estniiated Target 


1. Iron and Steel 

(a) Finished steel (mam 
producers) 

(b) Pig iron for fonndnes 
2 Structural Fabrications 

3. Heaiy Shops Foundry 
cum Forge 

(a) Steel foundnes 

(b) Foiging shops 

(c) Cast iron foundnes 

4. Ferromanganese 
5 Aluminum 

6. Locomotiies 

7. Automobiles 

8. Heaw Chemicals 
(a) Sulphunc acid 
(bj Soda ash 

(c) Caustic soda 
9 Fertiliaen 

(a) Nitrogenous {£\ed 
nitrogen ) 

(b) Phosphatic fas P>0») 

10 Shipbuilding 

1 1 Cement 

12 Refmctones 

13 Petroleum Refining (m 
terms of crude processed) 

H Paper and Paper Board 

15 Newspnnt 

16 Rason 

(a) Rason filament 

(b) Staple fiber 
(ci Chemical pulp 

17 Diesel Engines i below 
50 HP) 

IS Bicicles 

19 Electnc Motors (below 
200 HP I 

20 Cotton Textiles 


Tons 1,300,000 
Tons 350,000 

Tons 180,000 


Tons 

Tons 

Tons 

Tons 

Tons 

Nos 

Nos 


NA 

7,500 

173 

25,000 


Tons 170,000 

Tons 80,000 

Tons 36.000 


4,300,000 

730.000 

300.000 


15.000 

12.000 
10,000 

160,000 

25.000 
400 

57.000 

470.000 

230.000 » 
133,400 > 


Tons 

Tons 

CRT 

Tons 

Tons 


77.000 

20.000 
50,000 ® 

4 250,000 
280,000 


Million tons J 6 

Tons 200.000 

Tons 4,200 

Million lbs i ;0 

Million lbs 13 2 

Tons 

HP 100,000 

Nos 550 000 

HP 240 000 
Milhon «rds 6 850 


290.000 

120.000 

90 000 * 

1 3.000. 000 

800.000 

43 

330.000 

60.000 

63 0 
32 0 

30.000 

203.000 

1 . 000 . 000 ‘ 

600.000 
8,300 


231 

97 

178 


233 

129 


177 

168 

276 


277 

500 


204 

186 


73 

1,329 


150 

24 


■ Represents grow producfion Smce part of the output »-ai be used mthin tl.; 
plants for comersion to other products quantibes asailaMp frvr <-,u ni w 

1 55 000 to_ns of soda ash and 106 600 tons of caushc soda ^ ^ 

1956-61 

■* 230 000 bicscles are expected to be produced hi tmib 
tnes so that the total produchon would be 1,250,000 ^ mdus 

257 



be built and approved. 

For the Second Plan, the most important export commodities in- 
clude cotton, rayon, and }ute textiles, bicycles, coke, salt, vegetable 
oils and hydrogenated fats, ferromanganese, titanium dioxide. Spe- 
cific export targets have been set for all these products and in the 
onginal Second Plan for finished steel also. 

While over all industrial produchon will increase 64 per cent, the 
amount of producer goods turned out (such as steel forges, power 
plant equipment, and so on) will go up 75 per cent, of capital 
goods (such as textile machinery, machine tools and the like) 150 
per cent. It has already been mentioned that consumer goods produc- 
tion by medium and large scale industries will go up 18 per cent, 
and that production by small enterprises (most of which is con- 
sumer goods) will go up by 30 per cent 



men LIGHTS 
of programs for 

MEDIUM AND LARGE-SCALE INDUSTRY 

Over the Second Plan, the Government and private enterprise 
will togellier invest Bs. J,135 crores to expand and develop India’s 
large and medium industries. Some of the main targets are: 

A 64 per cent rise in all industrial production. 

A 150 per cent rise in production of capital goods, svith strong 
emphasis on heavy and basic industries. 

Stimulation and encouragement to private enterprise and foreign 
capital investment. 

Three new steel plants, with 231 per cent more steel production, 
including doubled private steel capacity. 

Three new fertilizer plants, and 300 per cent more fertilizer. 

Sxpanded machine-tool factories and a 200 per cent rise in 
machine-tool production. 

Production at least doubled of electrical equipment— electric 
motors, transformers, cables, etc. 

Production doubled or nearly so of essential manufactured con- 
sumer goods — bicycles, sewing machines, electric fans, auto- 
mobiles. 

Expanded production of atomic energy materials, and stepped-up 
atomic research. 



CHAPTER II 


Medium and Large-Scale Industry 


1. INDUSTRY DEVELOPMENT BY GOVERNMENT 

The Indian Government realizes that it faces a tiemendous job in 
setting up basic industries on the scale proposed and getting them 
rapidly producing for the Indian economy and the Indian people 
Fortunately, the Government gained a background of valuable ex- 
perience during the First Plan, although on a small scale, in con- 
structmg mdustnal plants and in producing capital goods. 

Important State-owned factories, for ammonium sulphate fertilizer 
(at Sindti), for locomotives (Chittaranjan), telephone equipment 
(Bangalore), coaches, cables and penicillin, set up during and just 
prior to the First Plan have had a good production record If others 
such as machine tools, cement and superphosphate fertilizers did 
not get under nay so fast or produce so much as was hoped ’they 
gave some useful lessons in the problems of launching industries in 
an underde\ eloped nation. 
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ujnag tfle t-iist tun, tiie Gm'emmeiit also s^ent far along in 
laving the foundations for more rapid progress during the Second 
Plan. For example, all prepaiatoi} worh for the new steel plants, 
which mcluded detafled planning and negobafaon for foreign finan- 
cial and technical assistance, was \irtuallp completed by the h^in- 
ning of the Second Plan. 

The Go\-emiEent realizes that administering a large group of new 
and important industries requires top-le\el oiganizabon and policy 
direction. Assuring then e£ecti\e busmess-lihe management is a 
matter that has the Government's particular coacera. In addition to 
its own studv of management of public enterpnses elsewhere, the 
Gov emineat hav invited the anahsis and opuuon of foreign specialists 
in administraboa to help wod out the most effecbve ^esult-produ^ 
ing tvpes of admmistrabori HTnJe the exact form of management 
of Government enterpnjes is vet to be determined, the Government 
clearlv favors decentrahzabon of authonb. and the largest possible 
measure of autonomv . freedom and responsihihb for individual plant 
management 

The .Veil end Expended Industries 

The exact industries in which the Govensment will invest aie sum- 
marized m the list on the opposite page, and show clearly the piiorib 
on steel and other heavi and basic mdustnes. 

Steel Steel will be the Government's biggest single production 
program 

Three complete new steel plants will be built which will have a 
combined capacitv bv the end of the Second Plan of 2.3 miUion tons 
of finished steel This will compare with a total oatput of 1.3 million 
tons m 1933-1936 Three enbreh new townships are bang built to 
5erv^ce these plants and house their workers 

Fifteen thousand skilled workers are needed, and 1,200 technicians, 
engineers, managers and supervisors. Neaik all of them must be 
trained abroad, smee pnvate steel plants m. ladia, although co- 
operating full), are too small and too few to train more than a small 



GOVERNMENT INVESTMENT IN INDUSTRY OVER THE 
SECX>ND PLAN 


I. 


(Large and medtsan indtistry ordy) 


Iron and Steel 

Rouikela plant 128.0 

Bhjlai plant 110 0 

Durgapoi plant IIS.Q 

Total, including c'fpansion of the Mysore Iron 
and Steel Works 


Rs. Cr 05 .es 


356 00* 


II. Heavy Machinery 

Manufacture of electnca! equipment 20 0 

Expansion of Hindustan Machine Tools plant 2 0 

Heavy machinery and allied projects of the Na- 
tional Industnal Development Coipoabon 35 0 
Eironsion of Government Electncal Factory, 

Bangalore 1.2 

III. FERmiZER AND FUEL RESOURCES 

South Arcot lignite project 52 0 

Nanai fertilizer factory 22 0 

Rouncela fertilizer factoty 8 0 

Expansion of Sindn fertilaet factoty 7 0 

Durgaput coke oven plant. West Bengal 5 25 

IV. Heavy Enoweebinc 

Expansion of Visakhapatnam ships-ard 9 8 

Expansion of meter gauge coach factory (plus 
another new unit) 10 0 

Railway engineering shops 7 0 

Expansion of Chittaranjan locomotive factory 5 0 


58 20 


94 25 


31.80 


V. Miscellaneous 18 70 

558 95 » 

* This includes only direct jmeslment on the specific industries, it does not 
include supplemental inrestroent outlavs needed, such as building new steel town 
ships, etc 


number. Arrangements have already been made, as mentioned earlier, 
to tram h\o hundred men in die United States, and others in the 
United Kingdom, the Soviet Union, West German), Australia and 
Canada. 

Originally the Second Plan had provided Rs. 350 crores for the 
three steel plants, or well over half of all Government expenditures 



for large and medium indusby. This figure includes the amount which 
is expected to come from foreign assistance m capital, long-term 
credits for plant and machinery and other forms of credit According 
to the most recent estimates, the three plants will talce, over the 
Second Plan alone, a total of Rs. 497 crores. This will include the 
cost of building the new townships, iron ore development at Bhilai 
and Rourkela, and so on. 

The Government is also providmg funds for expansion of the State- 
owned Mysore Iron and Steel Works 

The first of the large steel plants, at Rourkela (Orissa), will cost 
about Rs. 128 crores during the Second Plan alone. It will produce 
720,000 tons of flat products of steel, hot and cold rolled. It is 
being designed to operate the LD process,^ a decision reached after 
careful study of the method in Germany, Canada and the United 
States The hydrogen from the coke oven gases wall be used to manu- 
facture nitro limestone fertilizer, also at Rourkela. 

Planning and technical assistance on this plant has been obtained 
through the West German combine of Krupp and Demag under an 
agreement negotiated in 195? 

The second plant, at Bhilai in Madhya Pradesh, costing about Rs. 
110 crores, is expected to produce 770,000 tons of salable steel. To 
build this plant, a credit of Rs 6? crores (gross) has been ananged 
from the Soviet Union 

The third plant, at Durgapur in West Bengal, will cost about Rs 
115 crores, of which Rs 35 crores (gross) in long-term loans is 
promised by the British Government and British bankers It is to be 
equipped to produce light and medium sections of steel and billets 
amounting to 790,000 tons a year. 

All the layouts of the three steel plants are designed for future 
expansion. 

Heavy Foundries, Forges, etc : These are the basic capital goods 
industries urgently needed to giv-e India a solid foundation for indus- 
trial growth. 

‘ Oxjgen blowing in steel piodoction. 



The Chittaranjan Locomotive Factoi}’, %\hich will be expanded 
so that its output of locomotives can go up from 120 locomohves to 
300 per jear, will include a heasy steel foundry' to provide all rail- 
svay requirements of heavy castings from wthm the country. The 
Government will start manufacture of heavy electrical equipment; 
of industnal machmerv’ and machine tools under the National 
Industnal Development Corporahon (NIDC),^ and expand the 
Hindustan Machine Tools plant (Bangalore) Tlie NIDC will 
especially foster the development of heavy industrial machinery’, and 
establish heavy foundnes, the forge shops and heavy stmctural shops, 
essential for its production. 

South Arcot Lignite Pro/ccf- Since South India lachs adequate 
coal deposits to support industnal expansion, high priority has been 
given to the development of the newly proved lignite resources in 
South Arcot (Madias) through a multi-purpose piO]ect at Neiveli, 
where production possibilities have been explored with foreign tech- 
nical assistance. 

The project proposes mining of 5.5 million tons of lignite per year 
for: (a) generation of power in a stahon of 211,000 kw. capacity, 
(b) production of carbonized briquettes at the rate of 380,000 tons 
pet year, and (c) production of 70,000 tons of fixed nitrogen m the 
form of urea and sulphate nitrate. The Second Plan makes an initial 
provision of Rs 52 ciores for this project, to be supplemented as 
progress is achieved. 

Fertilizer Production. The Government-owned fertilizer plant at 
Smdn, which opened m 1931, was India's chief source of supply 
dunng the First Plan, producing over 84 per cent of all fertilizer 
manufactured in India. 

The demand for nitrogenous fertilizer is expected to be nearly 3 
times as high in 1960-1%! as at the end of the First Plan To meet 
the urgent needs of agncultur^ Government must assure adequate 

* A pm-ate limited companj with Crnemment sponsorship set up inth the co- 
operahon ot leaders of private enterpnse See p 275 



i ougn some demand be met by private manufactur- 
ers, most of the additional production needed will come from nerv 
factories set up by Government. 

Steps ha\e already been taken to increase fertilizer production by 

47.000 tons of fixed nitrogen, through the expansion of the Sindri 
Fertilizer Factor}' b} using its coke-oven gas. 

Three new fertilizer plants are proposed- one at South Arcot, 
mentioned above, one at Nangal (at the Bakhra-Nangal multi- 
purpose imgahon and power project) with an annual capacity of 

70.000 tons of fixed nitrogen, and another at Rourkela with a ca- 
pacit} of 80,000 tons of fixed nitrogen. Plans to launch a fourth are 
under re\ lew 

The Nangal factory will cost Rs. 22 crores, the Rourkela plant 
tentative]} Rs 15 crores, the Sindn expansion Rs 7 crores. Combined 
production at the three new plants (plus Smdn) will be 247,000 
tons of fixed nitrogen per year— in the last year of the Second Plan- 
er roughly tvvo-tliirds of total requirements for that year. 

Heavy Engineering Industries- Besides hean machinery, these in- 
clude maiuifactunng of railway rolling stock and shipbuilding. The 
Hindustan shipyard at Visakhapatnam (Andhra) will be e.xpanded 
so that the rate of ship construction can be speeded up Upward 
revision of the original Second Plan shipping targets is under re- 
view (see p 312) A diydock will be constructed at Visakhapat 
nam, and preparatory work will be done on setting up a second ship- 
y-ard. 

Manufacture of heavy- marine Diesel engines is now being con- 
sidered. 

For railway rolling stock, apart from the expansion of Chittaranjan 
Locomotives, the Government mil, under the Railway Plan and at 
a total cost of Rs. 17 crores (1) complete the Integral Coach Fac- 
tory- at Perambur (Madras), which opened m 1955, so that it can 
very soon produce at a rate of 350 railway coaches a year, (2) build a 
new meter-gauge coach factory, and (3) construct two engineering 
shops to manufacture spare parts. The two coach factories, to- 



gether uith Hindustan Aircraft are expected to turn out 1,800 
coaches a year, by 1960-1961. 

Other Essential Indurfries: Other projects of the Central Govern- 
ment are. (1) doubling production in the existing DDT factory 
at Delhi, which was set up in 1955 (with assistance from UNICEF 
and the UN Technical Assistance Board), and which bj mid-1956 
was producing IVi tons daily; (2) establishment of a second DDT 
plant m Tras'ancore-Cochjn, (3) expanding the penicillin factor) at 
Pimpn, opened in 1955 (with aid from ^VHO and UNICEF), to 
produce 60 per cent more, and other antibiotics as well, (4) expan- 
sion of Hindustan Cables, Limited, the National Instruments Fac- 
tor)’ and Indian Telephone Industnes; and (5) setting up a security 
paper mill for the manufacture of security and bond paper. 

Among industrial proiects planned by State Gosemments, there 
is expansion of the Mvsore Iron and Steel Works, of the U.P. 
Cement Factor\’, of the Bihar Superphosphate Factor)’; establishment 
of a coke-oven plant at Durgapun manufacture of electnc porcelain 
insulaton in ^I^so^e and Bihar States; re-organization of Praga Tool 
Factory, Hsderabad. 

Through the operation of the coke-oven plants attached to the 
steel plants, of the Durgapur coke-o\’en project of West Bengal 
and the South Arcot lignite project, recover)’ of substantial quantities 
of organic chemicals will ensure domestic supplies to the pharma- 
ceutical, plastic and diestuS industnes. 

Atomic Energs’ ^ India has a substantial program— considering her 
limited resources— for public deielopment of atomic energ) for 
peaceful uses The Government’s chief aims are to produce electnc 
power, and make possible apphed nuclear science m agnculture, 
health and mdusti). The research and deielopment program is ad- 
ministered b) a Central Department of Atomic Energ)-. 

In fi\e )ears India expects to hare its ow-n separation plants to 
produce atomic matenals The program is now chieSy one of re- 

* See also chaplet otv Saeaufic aad Teduucal Research. 



search, but to ensure later balanced des-elopinent India wTl continue 
o\er the Second Plan, moxing tim'ard self-sufficiencj in needed ma- 
tenals and processing techniqnes. 

Extensa e geological and geoph-s-sical sim'ess and prospecting are 
in progress on the basic materials, m many of which India is well 
endorsed, notablv monazite, p^mahtes, beryl, nrconium, and so on. 

Among the important mdnstnal projects already des'eloped are a 
monazite processmg plant set np m 1952 (at Alwa\e, Kerala), and 
a thonum uranium plant (at Trombay, Bombay). Production in 
both will be gieatlv expanded o^er the Second Plan. 

Neu plants alreadi m the adsanced planning or insestigation 
stage, and probabh’ to be completed by 1961, are: a pilot plant for 
extracting nranmm ore from copper tailings (at Ghatsila, Bihar): 
a uranium plant (at Trombav, Bombay), a production punficabon 
plant, joint production of heasT water and nitrogenous fertilizer 
(Xangab Punjabi, plants for processmg or producing atomically 
pure graphite, benl, titanium sponge metal, zircomum metal. 

India's Atoimc Energi- Establishment, started at Trombay (Bom- 
bas } chiefli for research, and India $ other atomic research acbnbes 
are discussed later as part of India’s over-all scientific research 
program. 


2 THE ROLE OF PRI\'ATE INDUSTRY 

At the same time that the Government itself launches new essential 
industries. Indian policv is, as we have seen, to encourage in every wav 
conducive to national growth the vitahtv and productive capacity of 
pnvatc enterprise 

At the end of the Fust Plan, almost all medium and large industry 
was owned and managed bv pmale firms and individuals Pnvate 
enterpn'e will continue to be dominant over the Second Plan in spite 
of the Government s larger part m mdostrv It will be remembered 
that 90 per cent of all produchon and a verv considerable part of all 
new full-time emplovment expected over the Second Plan will come 
from pnvate enterprise— industry, agnculturc, and all other 



The role, past and future, of Indian private industry, and what 
must be done to stimulate it to take a larger role, are of particular 
interest, as well as importance, wthm and outside India. 

It was mentioned earlier that; although by the end of World 
War II India ranked among the first ten industrial nations of the 
world, Indian industry had not dei'eloped to the degree warranted 
by the nation’s immediate needs or its potential markets. 

For one thing, as we have seen, the traditional pattern of Indian 
industry as a whole was, with the exception of steel, weighted on the 
side of consumer goods. Measured by the value of their products, 
India’s major industries are, in order of importance- cotton textiles, 
tea, ]ute, sugar, general and electrical engineering, iron and steel. 

Moreover, even India’s leading industries were relatively small com- 
pared to Similar industnes m developed countries. For example, the 
Indian steel industry turned out only 1.5 million tons in 1956, or less 
than a single United States producer. United States Steel, turned out 
m a month at the same period. 

There are ample historical reasons for the relative weakness of 
Indian capitalism Without much increase in rural prosperity or the 
growth of internal and foreign trade, or the development of a modern 
financial system, Indian businessmen did not have any appreciable 
amount of capital on which they could draw to finance new enter- 
prises. Moreover, it was only after the Fust World War that the 
British Government was prepared to give protection to new Indian 
industnes Modern industry' was a new field for the vast majority of 
Indian businessmen, whose own associations had been mainly with 
traditional forms of trade Nor, at this stage, were there many tech 
nically trained Indian men, such as engineers, av'ailable As a whole, 
then, the essential conditions for the growth of modern industry’ had 
not yet arisen 

In these circumstances, the efforts of Indian industrialists between 
the two world wars to build up new industries, whether for the pro- 
duction of consumer or other goods, had wide support from the 
Indian public In a real sense they’ became part of India’s struggle for 
political freedom and for economic growth. Once freedom was gained. 



stagnate as before; and the most enterprising businessmen have been 
quick to see their opportunities. An increasing proportion of the new 
industries and expansions now being considered by private enterprises 
are of the “nation-building” character long so urgently needed. 

Today India must rapidly speed up its pace of expansion. Business- 
men of foresight, \\ho ha\’e experience with India's problems, svith 
its long-stagnant economy and the social and political pressures for 
dev'elopment, acknowledge that India’s only course during these 
sital years is for Gosemment to use public capital to set up the basic 
industries that can lift India across the crucial “threshold” of de- 
velopment. 

These pnvate industrialists admit freely that on the one hand 
enough pmate capital is not available, and that, on the other, fast 
progress is a social and political necessity Thej realize, as well, that 
the swaft growth of private industr>' itself depends greatlj on the speed 
with which basic matenals and transport are made available through 
Second Plan stimulus. 

The new Industnal Policy Resolution, which outlined an important 
place for pnvate enterprise, was generally well received bj’ indus- 
trialists, as It assured fresh opportunibes over a wide range of 
industnes 

This is not to say that a porbon of private industrialists do not 
have misgivings over the Government’s posifaon vis-^-vis pnvate in- 
dusti)’. Some feel that over-all plannmg may give them insufficient 
room in which to advance Some also express the concern that there 
is msufficient managenal talent oo which Government can draw to 
can}’ through the program. ’The Government has welcomed con- 
structive cnbcism from industnahsts and has tned to remove such 
genuine fears as may have been expressed by representabv e organiza- 
tions of commerce and mdusti}* 

Both busmess leaders and Government realize that in this penod 
when India is evolving its umque pattern of a mixed economy, there 
will inevitably be healthy differences and useful clashes of opinion on 
procedures and pohcies which will yield the best results and smoothest 
functioning from each sector. 'There must be continuous objective 



re\neT\- of poliaes and methods, contmuous adjustment and fleobflitr. 

In uorhng out the best procednres. in mahmg adjustments, it sviD 
continue to be the Government’s first consideration to encourage 
rapid de^•elopIne^t by e\ei} possible rvay of groufh consistent mth flie 
purposes of the Plan. As tie Industrial Policj* Resolution reaffirms, 
private enterprise must be gis'cn opportrautv and facilities to fimctioii 
effectnelv; it must be gnen scope and freedom to dei'elop. At the 
same time the Goi-emment expects that pns'ate enterprise ssill li% e up 
to its own responsibihb of sernng the high objectives of the nation— 
the strength and democrabc ritahh of the Indian economj and the 
adiancement of the Indian people 


yationalizahon 

The tradibonal doctnne of socialism, in fasoi of the ownership of 
all means of produchon b\ the State, had gamed a measure of inSu* 
ence before Independence It rvas reflected in the plea for extension of 
Go\-emment o^-netship. especiallv during lie Second Plan. The In- 
dian Gosemment, as we have seen, believed that while m certain 
fields It roust take all the ixuhabve necessan, over a wide area the best 
results could be gamed through and in cooperabon mth pnvate 
mitiabve 

^^'hene^■er the nabonal interest requires, India, lilie anv other Gov- 
ernment has of course the right to take over an industrv It vvas 
for such reasons that the Impeml Bank of India ^as nabonaliied 
in 1955. and in earh 1956 life insurance, whose credit resources are 
vital to nabonal development and which is an important means of 
sbmulafang small savings, was put imder a new public bodv. the Life 
Insurance Corporabon It is significant that the Govemioent has 
generallv refrained from nabonalizabon of existing industnes 

Facing India s great needs for development and the scaratv of its 
funds and trained manpower, the Government feels that its resources, 
which are nccessanlv limited, could be emploved to the greatest ad- 
vantage in creabng new mdnstnes, m biuldmg new and future 
capacity, and in encouraging the fullest contnbubon of pnvate enter- 



prise to the needs of India’s development The new Industnal Policy 
Resolution does not, therefor^ go into the quesbon of nabonaliza- 
bon, but specifically sa}’S that “where there exist in the same industry 
both privately and publicly owned units, it would continue to be the 
policy of the State to give fair and non discriminatory treatment to 
both of them.” 

India’s Prime Minister expressed this view’ in laying the Second 
Plan before Parliament. 

Calling the idea of seizing pnvate industry “pnmihve and infantile,” 
the Prime Minister said: 

We talh about nationalization as if it were some kind of remedy for 
every ill. I just do not see why 1 should do something today which fixes mj 
progress, my increasing production simply to satisfy some theoretical urge 
We would much rather build up national industries, new ones, than pay 
compensation to old and sometimes rather decrepit industries in order to 
take charge of them 

I have no shadow of doubt, that if we sav “Lop off the pnv’ate sector” 
we cannot replace it adequately. We have not got the resources to replace 
It and the result would be that our productive apparatus will suffer 

And why should we do it’ We have our industries, there is a vast 
sector and we have to work it Let the Stale go on building up its plants 
and industries as far as its resources permit 

Why should we fritter away our energy m pushing out somebody who 
IS doing [it] in the private sector’ . . WTien there is such a vast field 
to cover, it is foolish to take charge of the whole field, when you are 
totally incapable of using that huge area yourself 

Therefore, you must not only permit the pnvate sector, but, I say, en 
courage it m its own field ^ 

With such assurances and with the clear recognition in the Indus- 
trial Policy Resolution of the significant role of private enterprise, 
leading and well informed industnalisls are not apprehensive of the 
possibility of nationalization and understand that, as the economy 
expands, there will be increasing scope for private industry 

^ Pnme Alinuter to Parliament, May 24, J956. 



First Plan Achievements by Private Enterprise 

\\Tien drawng up the First Plan, all that the Planning Commission 
attempted in regard to pn\'ate industry was to make an estimate of 
what each mdustr}’ was likely to do or could be expected to do. The 
Go\-emment took no responsibihtj' beyond providing such facilities 
and “amenities” as were in its power. A large part of all production 
increases were expected to result from using to the full existing plant 
capacit)’ that was then idle, rather than new investment. 

In production, over the First Plan pnvate industry delivered very 
sizable increases, in many instances well above the targets set. The 
encouraging and substantial nse in all industnal production over the 
First Plan (a total nse of 22 per cent, it will be remembered, over 
1951) was due m very large part to the performance of pnvate 
industry’. 

The most important lags in pnvate production were signiHcantly 
in those industries where there vv-as also Ae greatest lag in investment. 

^Vhlle in textiles and power generabon investment exceeded Plan 
targets, broadly speaking the lag occurred in industnes which required 
heavy capital investment and offered a relatively small profit margin. 

Over the First Plan private enterprise (medium and large industry 
only) was expected to invest Rs 235 croies m new industries and 
expansion, and another Rs. 230 crores in plant modernization and 
replacement, or a total of Rs. 463 crores. The goal for investment in 
new industries was reached, but that for modernization was not. Total 
pnvate investment m medium and large industry’ was about Rs. 340 
crores ‘ 

In the earlv vears (1951-1953) of the First Plan, investment was 
going so slowlv that it was clear that pnvate capital was shll, as it had 
been for decades, sluggish and inert 

’ Colton textiles, 80 croies, petioleum lefining, 4S ciotes, iron and steel, 49 
crores, heavy and light enginccnng industries, 25 crores, chemicals, fertilizers, 
pharaiaceuticals, dsestuffs and plastics, 15 cioits, cement and tefractones, 18 
crores, paper and paper board, 11 crores, sugar, 15 crores; electric power genet 
ation, 32 crores, [ute textiles, 15 crores, rayon and staple fiber, 8 crores, and 
othen, 27 crores 



Because rapid development was so urgent, the Indian Government 
began to think of planning for private industrial expansion on the 
basis of what should happen, not merely what was likely to happen, or 
what it hoped would happen. It therefore began to take a large num- 
ber of measures to stimulate expansion of private industry. 

One of the first moves of the Government was to help provide 
credit and capital The Industnal Finance Corporation, set up in 1948, 
and the thirteen State Finance Corporations were encouraged to grant 
more ready and liberal credit to private industry. These agencies, 
together with ICIC (see below), provided Rs. 18 crores of capital to 
stimulate industry over the First Plan. 

Two new major lending agencies were created in 1954-1955 to 
stimulate private expansion. Dunng the Second Plan, both of these 
new agencies, like those begun earlier, will continue to provide 
capital to private industry. 

One of these new agencies is the National Industnal Development 
Corporation (NIDC), a private limited company with Government- 
sponsorship set up with cooperation and leadership from pnvate in- 
dustry. It expects to contribute a total of about Rs. 55 crores to 
start new mdustnes in fields where high nsks have so far made pnvate 
enterprise hesitant, but which have a vital importance to the Indian 
economy, 

Rs 55 crores will go to mdustnes which the NIDC will pioneer 
on its own, or to help Government set up key industnes. T)-pical 
industries are dyestuff intermediates, aluminum, chemical pulp and 
newspnnt, foundnes and forges. The remaining Rs. 20 crores will 
be made available to modernize the cotton and jute textile indus- 
tries. 

The second major agency is the Industnal Credit and Investment 
Corporation (ICIC) , to which an international group has contributed 
a total of Rs. 17.5 crores ^ The value of this organization lies less in 
its total resources than in its expected underwriting activities and 

^ fncfian Govemmenf, Rs 7 J croicR tie AifemaOanaf Sani;, Rs. > crores; ifie 
United Kingdom, Rs 1 crore, the United States, Rs. 5 millioo; and the remain 
ing Rs 3 5 crores by private Indian m\estOTS 



SECO.NTD PLA-V EW’ESTMENT BY PRA^ATE LVDUSTRIES 
(Large and medium mdustrf only) 

Rs. Chores 


I Metals 

(a) Iron and steel 

1150 

(b) Aluminum and fenomanganese 

31.5 

11. HE.^^■Y AM) Light EngiveemnC 

92.5 

(a) Cotton textile machineiv 

4 5 

(b) Jute text3e ciachmen 

1 3 

(c) Sugar machmen 

20 

(d) Paper machmen 

1 5 

(e) Light engineenng industnes 

15.0 

(fi Structural fabncabon 

200 

(g) Automobiles 

130 

th'l Raiiwa} roliing stoclc 

5 0 

(i) Others, mcludmg cement niachmerv 

III Chemical (beaw chemicals, feitilizets, dye- 

stuffs, plastics, oJ refining, etc ) 

56 2 

IV. CEitENT AM) REriL\CTO»IZS 

89 0 

CovsvMER Goods 

162 0 ‘ 

\'I MlSCElL^VTOUS 

24 0 

570.2 

VII ModERMZATIOV A.VD REH-SBILITATtON OP 

Ensmc Ivdostries 

1500* 
TOTAL 720 2 » 

* R$ SO crores additional for consumer goods 

are included under light engi 

neenng aboie (setting machines, etc ) 

‘Includes NIDC miestment of Rs 20 crores 

for cotton and lute textile in- 

dustnes. 

* Deducting the total NIDC ni\estinent of Rs 

55 0 crores, overall investment 

in pn\-3te mdustt)- is placed at Rs 665 2 crores 


Government, pnvate industrv has a conhnued large role in Ihe hea\7 
basic industnes. 

As mentioned earlier, the Go\emment expects, as does prii'ate 
enteipnse, that the stimulus of the Second Plan, and especially of 
Go\emment-aided expansion of basic raw materials, producer goods, 
po\ser and transport will gi\e strong encouragement to pri\'ate enter- 
prise to expand and invest more and more in long-term "nation- 
building” industnes. In the fint year of the Second Plan, a beginning 
was being made in this direction There is also considerable ini’cst- 



FA^^OUS FABRICS In 
dia’s Uan4v.oven textiles de 
signed bi sl.itied craftsmen, 
today as in centuries past 
aie reaching a qualitx ex- 
port as nell as a domestic j 
market. Above, gold stencil »» 
ing t>n the celebrated Mjsore 
silks. 

chittaran/an loco- 
motive M'ORKS This 

Government owned vvoiVs, at 
Chittaranjan, West Bengal 
was completed during the 
First Plan period It will be 
turning out one locomotive 
every working day by 1961 
Government and pnvatelv 
owned works are expected to 
more than double ptoducliotf 
of locomotives over the Sec 
ond Flan period, to supple 
ment heavy purchases abroad 
of Mihoad rolling stock 



E\P\NDING PI ^^R^ ICE Ihc Govetnment-o^Tied aiilincs no^ sen- 
ice most mj|or cjb« mthin Indw \n mt^mabonji semce rejches msnv 
important loreign coantncs ^'^st and East %b<»e fbe ^^l5IJ^gdo^ Airport, 
Dellu 

SNr\LL fSDI. STRILS \ID E\JPLO^ MEM O'et a fourth of 
all Indians now employed vxork in small and hand industries such 
as this small lock factors at Delhi 







targets, are stimu ating to t e economy as a w o e. 

The following brief summary indicate some of private industries' 
most important programs over the Second Plan: 

Heavy Industries 

Iron and steel hold a dominant place in the private as in Govern- 
ment development programs, and will take more than one-fifth of all 
private industrial investment under the Second Plan. The large for- 
eign and Indian financing for expansion plans for the two largest 
producers, Tata Iron and Steel Company and Indian Iron and Steel 
Company, have already been discussed. Both plants are expected to 
come into production by 1958. Private steel production will reach 2.3 
million tons in 1960-1961 as against 1.25 million tons at the be- 
ginning of the Plan. 

Aluminum and Ferromanganese: Private capital, plus some funds 
from the National Industnal Development Corporation, will develop 
capacity for 30,000 tons of aluminum, and 172,000 tons for ferro- 
manganese. 

Heavy Enginzerinc 

Locomotives- Tata Engineenng and Locomobve Company, the- 
only private producer, will double its output to a hundred loco- 
motives a year. 

Automobiles and Trucks India has a small but growing automo- 
bile industry based on collaboration between Indian pnvate enter- 
prise and leading foreign firms. United States, Italian, German and 
British. During the First Plan, production merely by assembly of im- 
ported parts was discouraged, and steps were taken to promote the 
manufacture of components and parts m India, so that over a period 
of years more and more of the parts can be made within the country. 
The industry was producing 25,000 vehicles m 1955-1936. 

Over the Second Plan, it expects to expand production to 57,000 
vehicles, 40,000 of them trucks (lomes). India has made some prog- 
ress in manufactunng more and more of the necessary automobile; 



5V2 times. 


Consumer Goods 

Cotton Textiles' As noted earlier^ the cotton textile industry is 
the biggest industry m India. In 1955-1956 it produced 5,100 million 
sards of cloth. 

To protect the important hand-loom industrs, with its vast em- 
plo)-ment potential, new mill looms were not licensed in 1955, 
although increased spindleage for making yzm was. The industry- 
increased its output over the First Plan substantially (37 per cent), 
by using its capacity more fully 

0\er the Second Plan, it will have to expand somewhat to meet 
raised targets, but its biggest problem is modernization to help it com- 
pete in the export market. A significant part of the Rs. 20 to Rs. 25 
crores of NIDC funds for industry modernization are to go to re- 
placement and modemizabon of the cotton textile industry’. 

Paper and Paperboard- In Indu paper products are produced largely 
from bamboo and sabai grass A major source of bamboo had tradi- 
tionally been East Bengal, an area now in Pakistan. India has had to 
develop altematne sources for matenals. With adequate matenals, 
private industry’ is expected nearly to double production of paper 
products over the Second Plan 

Vegetable Oils India is one of the largest producers of oilseeds m 
the IS orld, and consequently a la^e producer and exporter of vegetable 
Oils. The Second Plan expecb production to increase from 1 8 to 2 I 
million tons. The emphasis in new imestment is on production of 
cotton seed oil, and oil from cakes by the soKent extraction process. 

Sugar: The sugar industry is the fourth largest industry in India, 
and demand for sugar is rapidly mcteasing. 0\er the Second Plan an 
increase of 35 per cent (to a total of 2 3 million tons) is proposed. 
About one-sixth of total production is to come from cooperative mills 

Plastics. The plastics industry was chiefiy developed in India in the 
Second World War, and nse of plashes has mcreased at least fis e- 
fold since 1938. In general, finished products have been made from 



imported raw materials. O'.er the Second Plan, pti\’ate industr}' is 
e!i:pected to increase tenfold its capacitj’ to produce \’arious molding 
powders in India. 

Pharmaixuticals- India has increased sharply both its production 
and use of drugs since Independence. The industr}’, in which foreign 
Enns are important collaborators, is cow a predominantly processing 
operation, using imported components and formulae. 

0\-er the Second Plan emphasis is on cons'erting it to genuine 
manufacturing. Increased domestic production of djestuff inteimedi- 
ates. some of nhich are also ran materials for drug manufactures, 
mil assist this de\ elopment Produchon of \^itamin A from domestic 
lemon grass oil, for esample, is bemg examined. 

Pmate mdusti}. as uell as Gosemment, is expected to deselop 
manufactunng of antibiobcs Total pmate msestment m drug manu- 
factunng nill be about Rs. 3 crores ($6 million). 



Fikjt Pi^ 


Fis. -19.9 u D j es 


Secovii Pi_4V 


Rs. ilPO crores 


HlGf? UGHTS 
of pTt>s:rems for 

nU-AGt AXD SM.UJ. IXDVSTKf 

Tbf Secoad Plaa wiD «pead Rs. «00 or four tiioK as 

ODci as tbe Fir«t Plaa. to dfr-elop and sireact&ro India's TxHasre 
aad saaB-vale lodostapi. with mstn targetss 

K 30 per cent merease m prodnelioD-— snSdent to meet most of 
the tncTCfisf in deaaad for co osua er coods expected orer the 
Second Plan 

Half a TTifBioa oen" faD-tzoe pbs and emploTinnJt opporttauties. 

Traaina for rilbge craftsmen and rnamifactnrers in ose 

of improred eqcipraent and more prodnctTre techniques. 

Better facilities for suppK of ravr natenals and of credit, and 
for marketins research and ser^TCc. electric pcrwer. and so on. 

\n tadnstnal extension service m everv State for small manufac- 




CHAPTER III 


Village and Small-Scale Industries 


Village and small-scale mdustn' is, as we ha\e seen, today an im- 
portant part of India’s economy, and of India’s \sav of life. Ele\en 
and a half million people, or 29 per cent ^ of all the people u’oiking 
outside agriculture, are employed in small enterprises. Together these 
produce about one twelfth (8 per cent) of all India’s goods and serv- 
ices, to a value of as much as the total production of all large- and 
medium-sized industries 

The decision to strengthen and develop these industnes is, as 
already made clear, one of the key decisions of the Second Plan. 
Through these village and small industnes India hopes to produce 
more goods and jobs mth a small capital investment, help rural people 
get better incomes and employment, and mobilize and improve the 
skills of rural craftsmen, which might otherwise be unused in this 
transition penod while large industries are growing up. 

‘ 1950-51 fijnres 
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IBE NEW INDM 


The Second Plan has pul on small industry, in fact, two big re- 
sponsibilities. (1) producing a substantial share of the consumer 
goods needed to meet the mcrease in demand expected over the Sec- 
ond Plan; and (2) providingan important part of all the new full-time 
and part-time jobs proposed outside agriculture. 

By the end of the Second Plan, village and small-scale industries 
are expected to produce about 30 per cent more goods, or nearly half 
again as much as before India began its First Plan. The bulk of the 
goods Will be consumer goods. 

To help village and small-scale mdustnes produce such an increase, 
the Government has proposed an intensive program of development 
backed by Rs. 200 crores, or about four times the amount spent in 
the First Plan 

India’s small mdustnes are of two distinct types, and the develop- 
ment programs for each vary accordingly. 

The first group are the small-scale indusines. These industries gen- 
erally use some power machines and make some effort toward im- 
proved techniques By the working definition adopted by the Small 
Scale Industries Board, they include all industries employing less than 
fifty persons when using power, and having a capital investment of 
less than Rs 500,000 ($100,000) Some of the principal small-scale 
industries ate footwear, bic>’cles, locks, surgical implements, sewing 
machines, builders’ hardware, agricultural instruments, hand tools, 
electrical appliances, knitted textiles 

Like the “small business” of the West, they are important potential 
growing points of the economy Modern, or potentially modern, 
largely urban or semi-urban, they are readily adaptable to modem 
machines and techniques, can help supply large industry and cater to 
an expanding market. As such, they are also a training ground for the 
business and management talent which is needed to revitalize Indian 
private enterprise. 

If small industnalists can be helped to grow and to become larger 
producers, or even to become more efficient small producers, an im- 
portant influence for dynamism and self regulation through competi- 
tion will have been introduced into the Indian economic system. 



making for more constructive perfoimance in the public interest y 
the whole pris’ate sector. 

The second group are the traditional hand and “cottage” industries. 
These still form an intimate part of Indian village life and economy 
and of the towns as well, in spite of the keen competition from 
mechanized Indian industnes and imported manufactured goods. 

Among these traditional industries are: hand-loom (cloth hand 
woven from mill-made yarn); khadi (hand-spun yam, and cloth hand 
woven from homespun yam); coir making; silk and sericulture; 
handicrafts, such as art metahvork, toys, ivory carving, Bidn uure, 
decorative ceramics, other “village” industries, such as hand pounding 
of rice, pressing of vegetable oils, manufacturing of raw sugar and 
khandsari, matches, tanning and leather footwear. 

In drawing up its development programs for both village and small- 
scale industnes, India has adopted certain guiding policies and aims. 
While some of these have been generally discussed earlier, it is helpful 
to give them here precisely. They are 

1. To increase employment as much as possible, and avoid as far 
as possible further technological unemployment, which occurs espe- 
ciallj in the traditional village industnes; 

2. To foster energetically more productive techniques and equip- 
ment; 

3. To develop new products and production methods which will 
serve new demands and markets more effectively; 

4 To protect village and small-scale industries from destructive 
competibon of factory industry while thej' improve their competi- 
tive strength; 

5. To encourage, as much as possibly the development of produc- 
tion, marketing and credit coopeiativ-es; 

6. To work toward a decentralized economy, a pattern of industry- 
in which a group of villagers conve^ng on their natural industrial 
or urban center form a unit, “a pyramid of industry broad-based on 
a progressive rural economy.” 

India put in motion programs to realize these aims during the 
First Plan, particularly during Uie last year of the Plan. Under strong 



a progressn-e approach to small manufactunng an i as rea y 
shouTi the great possibiLties of these industries for de\-elopment. 

The program, which has strong support from the Central Gm-em- 
ment, includes setting up a nation-wide netivoik of Small Indmtnes 
Ser\ice Institutes, mth an mdustnal extension service and outlving 
extension centers, mtensive techmcal assistance and trammg for small 
manufactuieis and workmen, market research and credit facilities, 
and a hue purchase ( mstallment plan) scheme for aiding small 
manufacturers to buy machmery. 

It also mcludes plans for enconragmg cooperation between the 
la^- and small-scale mdustnes, so that small mdustiy mav have an 
assured share in supplving standard qualitv' parts for large industries 

A Small-Scale Industries Board was set up m 1954 within the 
Ministrj' of Commerce and Industrr, and a Development Commis- 
sioner for Small-Scale Industries was appomted. The Commissioner 
gnes coordinated direction to the following mtensified nation-mde 
program: 

1 Small lndustnc$ Senice Institutes Four regional Institutes were 
set up in 1954-1955 to provide marketing service, mdustnal extension 
work, technical assistance and training to small manufacturers, and 
to State authonbes concerned with small industrial development. The 
Insbtutcs, bv 1956. had begun to establish branches and to launch 
pilot projects for intensive mdustnal extension work. 

Over the Second Plan, a nabon-wide network will be established of 
at least one service Inshtule m each State; sertv branch industrial 
extension and training centers will be set up bv 195”-I958 These 
smaller centers will specialize genemllv m one or more products par- 
ticularh manufactured in each ansa 

Each Insbtute will have a model workshop. Some of these work- 
shops have alreadv been jet up m concentrated production centers 
(for example, the footwear workshops at Agra and Madras ) . To reach 
small manufacturers in outhing small cihes and towns, there are 
workshops mounted on mobile vans demonstrating unproved tech- 
mgues and machinerv Fortv-fivu of these vans were .srhedjjJed he 
m operabon earlv m the Plan penod 
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The Inshtutes are training industrial estension officers for each of 
the communiti’ projects and NES Blocks to provide field service on 
small industries. EYenmg courses in business management are being 
made available to small mdostnalists. 

2. A Mationdl Small Industries Corpowtion was established in rail) 
1936 In the first vear of the Second Plan, it began its program of 
helping small industries to procure raw matenals and market their 
products, of channeling Government purchase orders to small pro- 
ducers, arranging hire-purchase of machinei)’ (through the Service 
Institutes) , and of providing a marketing service and wholesale depots 
for small manufacturers. Under the Second Plan, branches will be set 
up in Bombav. Calcutta, Madras and Delhi. 

3 Industrial Field Suncys Industrial economic investigaboti teams 
were set up m 1933, m the office of the Development Cominissioner 
for Small-Scale Industnes These teams can)’ out field studies m 
vanous industn areas and prepare ‘‘industrv outlook reports” and 
“area dev elopment studies” on opportunities for small industrial de- 
velopment 'ITiese reports, the first svstematic studies of the facts and 
problems of each small mdustiv’ covered, are valuable practical guides 
both to the small manufacturers and to the Government on the pos- 
sibilities of expansion 

Ov er the Second Plan, the teams will be increased so that thej’ maj 
include more areas and more industries 

4. Technical Asstsf<mcc The Government in the last vear of the 
First Plan brought twelve technical exjierts, largely from Europe, to 
give technical guidance on kev industnes — shoes, glassware, bic)cles, 
surgical instruments, himitore and some othen Over the Second 
Plan, the Government will continue to piovndc such experts for im- 
portant special industnes Thev work through the Semce Institutes 
and the model workshops 


Hand and Cottage Industries 

Hand Loom. The shortage of cloth and India's acute shortage of for- 
eign exchange with which to buy new textile machiner}- abroad, as 
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well as problems of unemployment, put a new vaew on India’s effort 
to stimulate handweaving. 

During the First Plan period of protection and encouragement, 
hand looms increased produch’on bj' 75 per cent to contribute 1,450 
million yards of cloth, or over one-fifth of all cotton cloth manu- 
factured in India. The looms also gave employment to about 2 million 
weavers. (This compares, it will be remembered, with 760,000 textile 
mill employees producing a little over 5 million yards.) 

India hopes Second Plan production of cloth to be 1,700 million 
yards more than m the First Plan. Only a part of this increase is to 
be produced by textile mills. The major part, 1,000 million yards, is 
to come from village looms. If village weavers reach this target, this 
would bring up the total Second Plan hand-loom production to 2,450 
million * yards, or almost a third of all cotton cloth produced. 

Intense effort will be needed to yield any such increase. It will 
involve use of idle looms, working all looms more days m the year and 
raising output per loom It is knovvm that with improved looms and 
techniques, produebon per loom can be raised from four to slx yards 
per day, Loans will be advanced to weavers to assure working capital 
and to enable them to join cooperatives. The number of hand looms 
joined in cooperatives is expected to increase from 1 million to about 
11^ million. 

It is also hoped to install 55,000 pow ei looms, largely in cooperative 
societies of hand weavers, to help them, as a group, switch over to 
the more efficient methods which can step up production. Power 
looms are expected to produce some 200 million yards of cloth over 
the Plan years, aside from the amount produced by hand looms. 

Since many of India's hand-loom fabrics are of exceptionally fine 
artistic design and color, they are particularly valuable for export. A 
special United States team in 1956-1957 made a suney at the request 
of the Government to recommend ways for developing hand-loom 
exports for Western markets. 

Khadi and Hand Spinning. Hand-woven cloth made from home- 

* This figure includes cloth hand woven of mil] made yam, and of handspun 
yam. 
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spun \-ani — the famous “ihadi” worn by Mahatma Gandhi and all 
leaders in the Independence straggle, and wideh worn todav as a s^in 
bohc link with the Gandhian tradition— is ex-pected to suppl}' 500 
million \ards of all the hand-loomed cloth produced in the Second 
Plan Dunng 1955-1956 evpemnentabon was done on a nerv t 5 ’pe of 
four-spindle spinning wheel, the “Ambar Charkha,” which increased 
production of \ am A program for promoting the wader use of this 
new wheel is being undertaken 

“\^Ulage” Industries Considerable effort and mone}’ were devoted 
to de\ eloping these mdustnes oxer the First Plan 

Over the Second Plan, there wall be expanded programs to improve 
cottage methods of processing nee, xegetable oils, raw sugar {gur and 
khandsan), bv promobng use of unproved equipment and methods. 
Proposals now under discussion but not \et confirmed may prohibit 
setting up or e\-pandmg power mills producing nee and vegetable oil. 

^'lllage tanning and manufactunng of leather footwear will, it is 
hoped, meet a substantial part of the increased local demand as rural 
incomes go up 

The Government hopes to improve technical efficiencv and produc- 
tion, and provide loans as working capital New mechanized large- 
scale units mav be prohibited For all village industries (except rice), 
produebon-and training centers, started during the First Plan, will be 
increased ui number and made more effective in teaching the ad- 
vanced trades, cooperatives will be achvelv promoted, and intensive 
marketing svstems, by integrated areas, set up. 

Coir Industry Promobon will take the fonn mainly of encouraging 
produebon cooperabves and bnnging in some new techniques and 
simple machmerv. 

Handicrafts Second Plan proposals to sbmulate improved produc- 
tion and design and the markebng of India’s fine traditional crafts 
include: regional design and framing centen, craft museums and art 
schools (with scholarships), research and promobon of new tech- 
niques, as well as the development of marketing S} stems and im- 
proved sales depots and purchasing systems to stimulate internal and 
export sales 



Silk and Sericulture: Sericulture is a valuable means of supplement- 
ing village income. It now supports about 5 million persons, and over 
the Second Plan should employ 60,000 more The Second Plan pro- 
gram will include expansion, research and training schemes begun 
earlier, and improvement of techniques and use of by-products. 


Fncihttes for Village and Small Scale Industry 

Industrial Estates Improving the workshops and working conditions 
of Indian small industry can, in the opinion of many experts, do as 
much as any other single factor to increase efficiency, improve quality, 
assure the more economical use of matenals and equipment. Many, 
indeed the majority, of the village and small industries operate under 
conditions lacking not only essential facilities of water and power, 
but light and ventilation, air and space, and freedom of movement. 

The First Plan began, and the Second Plan wall continue, setting 
up industrial “estates” to help small industry have the advantage of 
common services— facilities such as a good site, power, water, gas, 
steam, compressed air, railw-ay sidings. 

As far as possible, estates are being located in or near towns of 
relatively small size to discourage more congestion m the cities. Re- 
gions which offer especially favorable conations and which need 
special assistance are being selected. 

Fewer: During the Second Plan the number of towns with a pop- 
ulation under 10,000 which will have electncity will increase from 
6,500 to 16,500, so that power mil be available to many small indus- 
tnes. Rates have already been reduced to all small-scale industries. 

Credit- Through the All-India Boards and tlie States’ Departments 
of Industries and of Cooperatives, credit on more liberal terms is 
bemg made available. Cooidmabon of facilities and speed-up of 
credit-granting procedures are essential. The State Bank of India is 
engaged m a pilot program m three areas to determine more satisfac- 
toi)’ methods of coordinating and supplying credit semces to small 
industnes. 

Market Research and Sendee: The vanous All-India Boards for 



for both small-scale and the traditional hand industries. Training of 
all these officers will be done jointly by the Ministry of Commerce 
and Industry through the Small Industries Service Institutes and 
Training Centers of the All-India Khadi and Village Industries Board. 

In May 1957 a Coordination Committee on Small Industries \vas 
set up by the Ministry of Commerce and Industry to assure coordina- 
tion between the Ministry and the various Boards and organirations 
functioning under it, of all programs for developing village and small- 
scale industries. The Committee will also help to coordinate the 
efforts of the Ministries of Commerce and Industry and of Com- 
munity Development, and to build up and strengthen the methods 
and organization which can bring effective help directly to India’s 
small industries in city, town and village. 



FmsT Plan Rs. 1 crore * 


Secovd Plajs Rs. 73 crores * 


HICe LIGHTS 
of pTog,rams for 
MTy ERAL DE\’ELOPifEST 

The Second Plan wOl spend Rs. 73 crores,- or orer eighteen 
times as much as the First Plan, to explore and develop India’s 
mineral resources for its own industrial growth, and also for export 
These are the mam targets. 

A 5S per cent increase in total mineral production. 

A nearly 200 per cent increase (S.2 milL’on tons more) in iron 
ore production. 

22 millioQ more tons of coal (or 5S per cent more ihan in 1955- 
1956} produced br both pubL'c and private enterprise. 
Development of eitenshe lignite deposits in Madras. 

Intensified exploration for new mineral resources, especially of 
coal and oil. 


' This amooat was raised to Rs 4 crores dunng the course of the Fust Plan 
* Goi enunent expend-tores only 





CHAPTER IV 


Mineral Devclopnmt 


In mineral wealth, India is belie\ed lo ranJ. fair!) high among the 
nations of the world, and its reserves have not vet been fulh sur- 
veyed. 

Coal, won, bauxite, ilmenite, manganese ore, mica, htanium and 
thonum ores are plentiful both for India’s internal needs and for 
export. Reserves of aluminum ore, le&actones and abrasives and lime- 
stones are adequate WTiat India chiefly lacks, among the vital min- 
erals, are copper, bn, lead, zinc, cobalt, sulphur and— very importantly 
—petroleum India now imports over 90 per cent of its peboleum 
needs 

Distnbubon of all minerals is geographicaliv capncious, honever. 
Some regions, such as the Bihar Bengal-Onssa taangk, have an 
abundance, while others, such as South India, are comparabveh poor 

Over the First Plan, mineral development consisted largely of sur- 
297 
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>^•5 and imestigation, although production of all minerals nent up 
substantially, about 24 per cent. 

Emphasis on industry m the Second Plan has made the des elop- 
ment of minerals especiall} u^ent, and also the obtaining of more 
detailed information on the extent and quality of possible nes\’ de- 
posits. Over the Second Plan India hopes, b^’ exploiting present 
sources to the full and opening up neis’ deposits, to mcrease total 
producbon by 58 per cent. 

Com. 

Coal has first place in the Second Plan program of mineral des’elop- 
ment. Because of its basic importance as a fuel, and as raw material 
for industries like iron and steel, for coal carbonization, and so on, 
demand for coal at the end of the Second Plan is expected to be sei>‘ 
heasx— 60 million tons, or 22 milbon tons more than u-as produced 
m 1955 

In keeping isith the new Industrial Pohcj' Resolubon, the Go\ em- 
ment mil take the major responsihiht} m producing this additional 
coal, and 12 million out of the 22 milLon tons will be mined bj Gov* 
emment-omied collieries. This means considerable expansion bj 
Goi-emment, since Gosemment-owned colhenes in 1955 produced 
only an eighth of total production. More than half the total funds 
for minerals deielopment over the Second Plan (Rs. 40 crores out of 
a total of Rs 73 crores) will go to steppmg up of coal production. 

The control and management of Goiemment-owned colhenes has 
been made the responsibility of a newh set-up (October 1, 1956) 
Nabonal Coal Dei elopment Corporation. The Corporafaon is respon- 
sible for increasing coal production, and mil secure the foreign tech- 
nical assistance urgentli needed m this field. 

Consenabon, particularly of metallurgical coal, and control of 
quality are essential. The new’ steel mUl^ plus other essenbal con- 
sumers, mil need a total of 11 41 milhon tons of clean washed coal, 
or about 19 million tons in terms of raw metallurgical coal against 
the present production of about 13 3 million tons of this quality. 

In order to meet the expanded requirements of essenbal consumers. 
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the production of this quality has to be raised progressively. To con- 
serve the limited reserves, steps have to be taken to substitute, gradu- 
ally, for the coking coal now consumed by non-essential consumers 
like railways, suitable non-cokmg coal. The railways are planning a 
phased program for such substitubon. 

Government has accepted the recommendation of the Coal Wash- 
eries Committee that generally all coking coal down to grade II 
should be washed. There are abeady three washeries which supply 
washed coal to the Tata Iron and Steel Company and to the Indian 
Iron and Steel Company. It is proposed to set up a coal-washing plant 
at Bokaro-Kargali which will supply washed coal to the Rourkela and 
Bhilai steel plants. Another washery will be set up in conjunction 
with the Durgapur steel plant. 

For meeting the requirements of the steel plants it has been found 
necessary for the Government of India to set up three more washeries, 
since the establishment of additional washenes by private enterprise 
was not found possible. These three new washeries will be at Dugda, 
Pathardih and Boiudih. 

Other Minerals 

Extensive deposits of lignite, estimated at 200 million tons, have been 
discovered in South Arcot, Madras. Since South India has little to no 
known coal deposits, exploitation of this valuable lignite resource is 
essential to the area’s industnal development. It is proposed to mine 
3.5 million tons of lignite annually by the end of the Second Plan. 

Under the revised Industrial Policy Resolution a number of impor- 
tant minerals have been added to the list of those to be exploited by 
the Government. Atomic energy maleriak, of which India has good 
supply, will be extensively developed. Proposals for a diamond and 
a copper mine, under Government operation, are being worked out. 
In addition, some States have schemes of their own for mineral de- 
velopment, among them the development of the Hutti Gold Mines 
in Hjderabad (now Mj’sore). 
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iMzncral and Oil InvestigatioTis 

MlNER-iLS 

The Geological Sunei of India and the India Bureau of Mines rfl 
midertaic inlensue iniesligahon programs, oser the Second Plan, on 
coal, copper, manganese, chiormte, gipsum, lead, zinc, tin and other 
mincmls. Prospecting of ncn coal ficlds-from sshich most of the 
ncn- production must come— is paiticularh urgent It is planned to 
espand both the Bnnan of Mines and the Geological Surres- sub- 
stantialli, and the resources needed, Rs 6 crorcs, haie been proiaded 
in the Second Plan. 


On. 

^lorabon and de\elopment of the countn’s oil resources 
has a high pnonb under the Second Plan The Go^ eminent mil con- 
tinue to nork mth the Standard \'acuum Oil Compam in the a- 
plor^on of the West Bengal Basin Negotiations are in’progress on 
the Go\-emment of India’s parbcipation mth the Assam Oil Com- 
pam m the deielopment of oil 6elds at ^•ahorUtl^a and Moran 
( sam), sshere oil isas struck in 1933 in commercial quantibes, and 
in fte establishment of a refinen- These fields uhen fullv dei eloped 
mil meet a considerable share of the countir'’s needs The Assam Oil 
Gompam has also been granted prospechng licenses oier certain 
arns adpeent to Nahorkatna under agreement that the Goiemmcnl 
mil participate To nhal ettent the Goiemment mB parbcipate 
hnancialh mth these companies m eiploration and dciclopmenl has 
not set been full, worked out The required resources mil be pro- 

nded .ns riPPrlfd ^ 


addition, the Go\eninient has its own independent program of 
oil ctplorabon, for which a pronsion of Rs 11 5 crorcs has been 
made T^hmcal assistance b, Canada and b, the Smaet Union is 

n L“c'f ; technical espeits from the 

United States and France haie also been obtained Esplomtion be- 
gun earlier in the Jaisalmet (Rajasthan 1 area mil be conlinncd and 
will include ground geological snrreis and geophisical im estigations 
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and exploratoi} drilling. An aero-magnetic sunej' of the Jaisalmer 
area has been completed uith technical assistance from Canada. Ref- 
erence drilling w-ill be undertaken in Cambay (Bombay) and deep 
test drilling m Jnalamukhi (Punjab) on the basis of preliminary data 
nhich show these areas to be promising. Nav proposals for oil ex- 
ploration ate bemg discussed, and further resources mil be prorided 
as needed. 

To assure that there are enough technically trained men to staff 
expanded exploration programs, more men will be gireo specialized 
training both m India and abroad, in cooperation mth foreign gov- 
ernments. 



First Plan 


Rs. 497 crores 


Second Plan Rs- 1>309 crores * 


HIGH LIGHTS 
of programs for 

TRAA’SPORT DEVELOPMENT 

The Second Plan will spend Rs. 1^09 crores,* or over 21/2 
times as much as the First Plan, to improve India's transportation 
system — its railways, roads, shipping, ports and harbors. The main 
targets aiei 
Railways 

Increasing railroad capacity to carry 35 per cent (42 million 
tons ) more freight traffic. 

An increase of 15 per cent in passenger traffic, or 191 million 
more passengers. 

A systematic program for stepping up efficiency of operation. 

Increased purchase abroad of new equipment. 

Increasing Indian manufacture of locomotives by 129 per cent, 
of railway coaches by 43 per cent, of freight wagons by nearly 
85 per cent. 

Modernization of railways, especially by Diesclation and auto- 
matic signaling. 

Roads and Road Tbasspobt 

About 1,000 new miles — a 7 per cent increase — of national high- 
ways. 

18,000 new miles — a 17 per cent Increase— of other hard-surfaced 
roads. 

A road within five miles of every village in well developed agri- 
cultural areas. 

Stimulation of private and govemment-owned road transport. 
Shippinc, Ports and Inland Waterways 

Increased Indian sWpping tonnage, through purchase of ships 
abroad and expansion of Indian shipbuilding. 

Modernization and expansion of dock and port facilities. 

Some expansion of inland waterway traffic. 

CniL Air Transport 

Modernizing and expanding airline facilities. 

Regular service to all Stale capitals and important cities. 


‘ CoNemment expenditures onlv. 





CHAPTER V 


Transport 


Very nearly one-fourth the entire budget of the Second Plan will go 
to expanding India’s railwajs, roads, shipping, ports and harbors. 

Fast improvement and expansion of transport is, for India, a matter 
of the utmost urgency. In 1955-1956, the last year of the First Plan, 
India’s transport system, especially railways, was seriously overloaded; 
there were long delays and difficulties in moving the raw materials 
and finished goods produced as industry and the whole economy be- 
came more active. In the Second Plan, unless transportation is 
quickly expanded, lack of adequate transport may be a bottleneck in 
the country’s entire economic development. 

Over the Second Plan, not only railway's, but roads and road trans- 
port, shipping and ports facilities and inland waterways must be de- 
veloped. Transport expansion is seen by the Government and by 
many Indian and foreign observers as a key problem of India’s rapid 
economic growth. 
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RAILWAYS 


First Pi-an Rs. 26S crores 


Second Plan 


Rs. 900 crores 


The railroads can} nearlr all freight and a great part of passenger 
traffic in India, since other means of transport are by and large un- 
developed 

Fortunateh, the railroad system which Independent India in- 
hented is, as we have seen, the most extensive in Asia. Government- 
owned, and the largest national undertaiing, it has a capital of Rs 
974 crores and 35,000 miles of trach Over the depression and war 
sears, the railways were, however, starved for capital and improve- 
ment, thev were also overstrained and undermamtained throughout 
the war. 

During the First Plan, therefore, the urgent need was to malce up 
for the lack of maintenance of the war veais One-fifth to nearly one- 
third of India’s rollmg slock (that is, locomotives, coaches and 
freight wagons) was over-aged, and replacement was a top pnor- 
it). 

Most of the new equipment * was purchased abroad, pnnapallr 
from the Umted States under the United States Technical Coopera- 
tion Mission program, but abo from the Umted Kingdom and West 
Germany But India takes some pnde that roughly over a thud was 
produced m India bv the nevvh completed Government-owned Chit- 
taranjan Locomotive Works, the Tata Engmeermg and Locomotive 
Compam, and the Government’s Integral Coach Factory which 
went into producbon October 1935 Indian freight-car production in- 
creased four times over the First Plan penod. 

Over the Fust Plan, a modest amount of new line was constructed 
and some formerlv dismantled line was restored. 

* Total Indian and foreign purchases bj the end of the Fint Plan, March 1956. 
wTre estimated at 1,5S9 new locomotives, 1,557 coaches, and 61 715 (1 wheeler) 
freight cars 
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Even with these many efforts to rehabilitate, five years was too 
short a time to make up the lack of replacements over the war 
jears; and the proportion of over-age locomotives and wagons was 
higher at the end than at the beginning of the Plan. Carr}'mg ca- 
pacitv’ fell below demand by 5 milhon tons,^ as India’s growing in- 
dustries and trade brought more traffic to the railroads than thej’ 
could cany. In the last year of the First Plan more freight moved " 
than at any time m thirty years, except during the strain of the war 
and Partition 

With the Second Plan’s heavy emphasb on eiqsandmg industry, 
both capacity and efficiency have to be rapidly stepped up over the 
next five years Bv the end of the Second Plan, freight traffic is ex- 
pected to be 50 per cent higher than m 1955-1^56, passenger traffic. 
15 per cent higher. 

To get about the urgent business of expanding railway facilities, 
the Second Plan provides for more than double (Rs. 900 crores) the 
First Plan actual expenditures for railway development, with an addi- 
tional sum (Rs. 225 crores) to be used from the Railway Depreci- 
ation Fund. 

Altogether, this amount (Rs. 1,125 crores, or S2 25 billion) to be 
spent on railways is so substantial that it has attracted considerable 
attention and discussion both within India and among interested 
groups abroad It is just under a fifth of all Government expenditures 
of the entire Plan. 

Large as it is, it represents a sizable reduction from the initial esti- 
mates of railway authonties, and is believed to be still inadequate to 
satisfy Second Plan needs. Even with the heavy expenditures, it is 
believed that, with the economy rapidly expanding, railway facili- 
ties may fall short of requirements by 10 per cent m rolling stock and 
by 5 per cent m line capacity 

The kev to the difficulty is, of course, that railway expansion and 
rehabilitation, the buving of locomobves and coaches, the laving of 
track, are always costly, in any country, at any time. In India the 

* Total tons earned 115 millioas against demand of 1 20 

* As measured in millions of net ton miles. 
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pioWem is further complicated by the shortage of foreigir exchange. 
New locomoti\es and steel rajls must still come to a considerable 
extent from abroad, and be paid for in dollars or pounds sterling, of 
which India is so seriously short. Even if India tries— as it is trying— 
to produce more equipment within the country-, the steel with which 
to build it must be imported. 

Foreign exchange needed for the railway imports proposed in the 
Second Plan amounts to Rs. 423 crores according to the onginal esti- 
mates, a siaable part of the total foreign exchange requirements for 
all purposes of the Second Plan. About one-third of the railu’ay total 
IS for steel alone. 

To save foreign exchange, India’s alternative has been to cut down 
railway expenditures (both m rupees and in foreign exchange) as 
much as possible and still meet the needs of the Second Plan and 
future Plans, by the following means: 

1. Stepping up Indian manufacture of locomotix'cs, coaches and 
ivagons; 

2. Intensif}ing efforts to increase operational efficiency, for which 
there is behei-ed to be considerable scope; 

3. Undertaking detailed study and planning for the kind of efficient 
long term and also short-term development which can be done at 
least cost. 

Under the Second Plan program to expand Indian manufacture, 
India can produce a substantial share of its total needs for coaches, 
and wagons. However, in spite of increasing output of locomotives, 
India must buy abroad, over the Second Plan, about one-fourth of 
all its locomotives. 

The Second Plan provides for remodeling and expansion of several 
of the existing workshops and running sheds, and establishment of 
six new workshops, a new meter-gauge coach-building factory and a 
furnishing unit for the Integral Coach Factory. As noted earlier, the 
Government wall put Rs. 22 crores of direct investment on expanding 
these railway engineenng industries. 
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The Integral Coach Factory is expected to reacli a rate of produc- 
tion of 200 coaches a year early in the Second Plan period, and 350 
coaches a year on the Factory’s completion. The capacity of the 
Chittaranjan Locomotive Wotlts is to be stepped up to 300 locomo- 
tives a year from 129 m 1955-1956. Expansion of the Tata Engineer- 
ing and Locomotive Company (TELCO) will increase production 
of locomotives from 50 to 100 a year. Annual production of 1,800 
coaches and 25,000 wagons is expected. 

In a further effort to save foreign exchange, some over-age (forty 
to foity-five-year-old) locomotives and wagons, and even a certain 
proportion older than thes^ will be kept in service. 

Although there vv’as improvement m operating efHciency in the last 
jears of the First Plan, detailed study is now being undertaken, with 
the assistance of an American group of railw'ay consultants, to step 
up eEciency substantially and begin systematic and effective expan- 
sion. The study will recommend ways of rapidly increasing railway 
capacity and efficiency, at as low a cost as possible in domestic and 
foreign exchange. 

Tentatively, pending final results of the study, the Second Plan 
provides, among other programs, for: doubling of 1,607 miles of track 
and the conversion of 265 miles of meter-gauge lines into broad 
gauge; renewal of 8,000 miles of track; the electrification of 826 miles 
of railway lines; and Diesel motive power for 1,293 miles of track. 
Provision has also been made for improved signaling, including auto- 
matic signaling on busy sections. 

The programs for doubling of track and electnfication are particu- 
lar objects of the development study, since they are costly methods of 
increasing carrying capacity. Final decision on the best methods over 
the Second Plan depends on further study and the availability of 
domestic and foreign exchange. Pilot and demonstration projects may 
be undertaken. 

Meanwhile, the Government expects to proceed on procurement 
of the considerable amount of basic robing stock which will be 
necessary regardless of what over-all plan of long range railway de- 
'elopment is ultimately chosen. 
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ROADS 


Fn?5T Plav Rs. 135 crores 


Seconi> Plan 


Rs. 246 crores 


Roads are an intimate part of India’s urgent transport problem. 

India’s road s\stem improved over the First Plan, good roads 
link only the major cities and towiis Few roads evist in rural India 
and fewer still from villages to marketing centers. Most of the few' 
are unsurfaced kutcha roads, which have been justly described as “un- 
usablv bad m the rains, unspeakably bad all the year round ” 

'W'TiiIe the motonzed United States is hardly a fair companson, it 
IS an illuminating one. in 1951 there uere 11 miles of United States 
road per square mile of area, and 2,143.7 miles of road per 100,000 
population. For India, at the end of the First Plan, the figures were 
0.24 and 87 5 respectively. This is roughly the amount of road in 
United States desert areas Tire Indian figure, moreover, includes 
roads of all kinds, although over two-thirds are the kuicha roads im- 
passable during the monsoon 

In building roads for new India, there have been special problems 
to solve. Some of the former princely States, each almost a world 
unto itself, had built toads which ended abruptly at their borders. 
The new larger States of mdependent India, vn which princely States 
were wcorpoiated, haie had to build toad hnls and bridges to tie 
these old roads into a connected road sj^stem within each of the new 
States. In some cases it has even been necessary to see that the 
new State capitals had road Imks to their newly included Distnets 
and that there were road conneebons between the Districts them- 
selves. Moreover, smee roads were to be built by many agencies— the 
Central Government, the States, the Distnets and local communities 
—it is also necessary to plan cairfully to assure a coordinated program 
that can produce a network of toads for rural and other areas over the 
future. 

Development of the road system proposed over the First Plan— and 



the Second Plan— followed in general what is known as the Nagpur 
Plan of 1943. Its main dbjectis’e is tiiat by 1963 no village in a w’ell 
developed agricnltiual area should remain more than five miles from 
a main road; and in a non-agricultural area, none more than twenty 
miles. 

By the end of the First Plan, the broad target of total road mileage 
under the Nagpur Plan was nearly achieved, some States even ex- 
ceeded their targets. Some 24,000 mfles of surfaced road were built, 
which included many missing links and many missing bridges. In the 
rural areas 44,000 miles of kutcha roads were constructed, a good part 
of them under the rural development program. Many of these w ere 
built by the people themselves, who contributed in labor, cash and 
kind from one-third to one half the cost. 

Considerable work was done during the First Plan to improve the 
natural highway’s $)'Stem. The target for complebng missing links was 
almost fully achieved, and nearly twice as much work was done on 
improvements as onginally expected. 

As part of the national highwav program, work was begun on the 
Banniha] tunnel into Kashmir Work was also begun on many inter- 
state roads, roads of economic importance and others including the 
Assam-Agartala Road, the Passi Badarpur Road, and the West Coast 
Road. 

The Second Flan will conbnue these major projects, and continue 
to concentrate on inter-State roads and roads of economic impor 
tance. For the national highway program, the main emphasis, as in 
the First Plan, will be on construction of maj’or bndges, missing links 
and improvement of existing roads. Road building m India, as in the 
United States, is largely in the hands of the States, and the major 
portion of the Second Plan’s funds for roads will be spent by the 
States.^ 

By the end of the Second Plan, all missing road links of present 
surfaced road svstems wall be completed, and all major bndges in the 

’Out of the Rs 246 crotes total for roads met the Second Plan, Rs 164 croies 
^■31 ^ spent by the States .An additional Rs 25 crores will come from the Cen 
tral Road Fund, mahing a complete total of Rs 271 crores 
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national high^-aj sjstem. The la^s for further mileage set by the 
Nagpur Plan ^^•lll be pracfacally reached. And it is expected in genenl 
that e^er^• ullage in a de\-eloped agricultural area will ha\e a road 
within five miles. Many ullage Imks to these roads will be built by 
the \allagers under the rural dex’elopment program. 

A Central Road Research Institute near Delhi is studying road 
construction and, m particular, attempting to develop types of low- 
cost road surfaces that can withstand heat and heavy rains and can 
be maintained easily and inexpensiN"ely. 

ROAD TRANSPORT 


First Plan Rs. 12 crores 


Secoxd Pla.v Rs. 17 crores 


No reliable figures exist on the amount of freight and passenger traffic 
earned by road as against railways. It is fcnomi to be considerable, 
though far less than it could and should be. 

The total number of motor vehicles on the road is about 415,000 
as against 306,000 m 1951. It is being urged more and more that 
short-haul freight should be earned by road, to rehev’e strain upon 
the railways for whom short hauls are costly and inefficient. For long 
hauls, however, considenng the high cost of constructing transconti- 
nental highways, the railways can mov'e goods more economically. 

Although over the Fust Plan, carriers on the road increased by 
about a fourth, the Government is concerned that motorized road 
transport has not developed as much as should be expected in view 
of India’s available roads, the country’s population, the shortage of 
railway factlihes, and the general needs of the economy. 

Lacb of capital to buy tiucts and lomes is probably an important 
reason, although it has been increasingly realized that restrictive tax 
and regulatory measures by' the vanous States have played a large 
part. 

Because of the urgent need to expand transport facilities, the Plan- 
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ning Commission, in consultation with the Ministry of Transport, 
has had the problems of road-transport development reviewed by a 
special study group. 

Earlier in the First Plan, many of the States were in favor of put- 
ting road transport under State ownership. On the basis of the special 
study, the Planning Commission has recommended that private trans- 
port operators should be assisted m setting up effective service and 
that the States should liberalize the terms on which licenses are 
granted to private operators. Manj have already begun to do so, and 
there is increasing emphasis on assisting pnvate transport to dev'elop. 
The Planning Commission recommends that freight (goods) trans- 
port services should not be nationalized during the Second Plan 
period, and that State Governments wishing to nationalize passenger 
service should proceed with caution, in a gradual manner over the 
Second Plan period. 

Other proposals for development of road transport are being 
actively looked into, including a scheme for encouraging the educated 
unemployed to enter into road transport. 

The amount of goods earned by bullock cart in India is very sub- 
stantial. There are over 9ki million carts in India.^ Methods of im- 
proving the efficiency of the carts, with improved wheels, self-aligning 
hubs, and rubber tires, are being studied by the Central Road Re- 
search Institute. 


Tounsm 

Tourism, while not well developed in India, is important as an 
earner of foreign exchange. In 1956, 75,000 foreign tourists brought 
over Rs. 15 crores in foreign exchange into the country, as against 
20,000 tourists in 1951 bnnging Rs 7 7 crores for the j ear as a whole 
The Second Plan proposes development of tounsm by providing 
accommodation, transport and recreahonal facilities at important 
tourist centers, especially those situated in out-of-the-way places. 

^ An Indian Rural Credit Suney, 1954, II, 96. 
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SHIPPING, PORTS AND HARBORS, 
INLAND WATERWAYS 


First Plan Rs. 67 crores 


Secovd Plan Rs. 100 crotes 


Shipping 

India xvzs fortunate to ha\e, on Independence, a fairly well dei eloped 
series of ports and harbors, a legacs of the active trade of its colonial 
rulers Also, unhhe many Asian countnes, such as Indu’s near neigh- 
bor Burma, its ports \iere not destroyed or damaged in World 
War II. 

Indian shipping, however, was fat behind the needs of an, inde- 
pendent country A Shipping Policy Committee in 1947 recom- 
mended a target of 2 million tons of Indian shipping m tlie next 
five to seven vears B\ subsidies to private shipping companies, and 
by purchase and development of Uie shipvard at Visakhapatnam, 
India hoped to come near to this goal 

Progress m shipbuilding and purchase, however, in the years since 
Independence has been slower than was hoped for. At the end of 
the First Plan, India had only 500,000 CRT, about one-fifth of that 
of Japan, and only 0.5 per cent of the world’s total. Of this, more- 
over, one-half is used only in coastal shipping, which, under present 
polic)', IS resen ed for Indian tonnage. 

WTiat the Second Plan hopes to do is to develop coastal trade 
more fully and thus relieve the overburdened railwajs, to secure an 
increasing share of India’s overseas trade for Indian ships, and to 
build up the nucleus of a tanker fleet. 

The Second Plan provides Rs 48 crores for shipping as against 
Rs 26.5 crores ‘ in the Fust Plan Of the total amount provided in 

‘ Actual First Plan espendifui« foi shipping were Rs 19 crores The balance 
unspent, about Rs 8 crores, was earned oiei and is included in the Rs -48 ciore 
allotment ot the Second Plan 
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the Second Plan, about Rs. 20 crores are earmarked for direct invest- 
ment in the Eastern Shipping Corporation and a new shipping 
corporation which will be set up. The balance wall go to assist ex- 
pansion programs of private shippmg companies. An additional Rs. 
10 crores will be spent b) pnvate shipping companies from their 
own resources. 

In the Second Plan, it was onginally proposed to bring India’s total 
tonnage to 900,000 GRT This would enable Indian tonnage to cart)’ 
12 to 15 per cent of the country’s overseas trade and 50 per cent of 
its trade \wth adjacent countries against the present proportions of 
3 per cent and 40 per cent The funds originally provided in the 
Second Plan (Rs. 48 crores) were barely enough to reach this target 
With the rise m prices of both new and secondhand ships, the 
amount has become even more inadequate and is expected to buy 
less than half as much tonnage as vvrs set in the target. It is now 
estimated that an additional Rs. 45 to 50 crores (almost all of it in 
foreign exchange) may be needed to reach the target of 900,000 GRT 
hoped for in the Plan penod. 

The question of acqumng additional tonnage is under constant 
review. As already noted, expansion of the Visakhapatnam shipvard 
has been proposed. Preparatory work on a second shipjard, probablj 
on the West Coast is under wav. India is also negotiating for pur- 
chase of ships from Yugoslavaa, the United Kingdom, Germany, and 
the United States. 

Because of the heavy’ burden of traffic on the railways, a Rad-Sea 
Coordination Committee was appointed by the Government to study 
the present flow of freight shipment withm India, to suggest how’ 
rail and coastwise shipping could be coordinated. As a result of the 
Committee’s recommendations, some of the traffic now being moved 
b) rail may be diverted to coastwise shipping. 


Ports and Harbors 

The seaports of India are of two kinds: “major ports” administered 
by the Central Government, and "minor ports” administered by the 
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State Governments. After Partition, India was left with five major 
ports. Calcutta, Bombay, Madras, Cochin and Visahhapatnara. 

At the beginning of the First Plan period, these ports together 
handled about 20 million tons of traffic a 3 ear, which was about 
equal to their capacity. 

The programs for development, for which Rs 37 crores was allotted 
in the First Plan, prov-ided for improving and modernizing the 
existing ma|0T ports, constructing a marine oil terminal at Bombay, 
and de\ eloping a new major port at Kandla Kandla was built to give 
India a substitute port on the upper northwest coast after the port of 
Karachi had been taken into Pakistan when India was partitioned 

As a result of work done m the First Plan, India's major ports are 
now able to handle about 23 million tons of traffic This made it 
possible to meet some of the increased load which has dev eloped in 
the past three years 

'The broad aim in the Second Plan is to complete work started 
earlier and modernize and equip the docks for new needs ansing from 
the economic and mdustnal development of the country Rs 40 
crores have been provided in the Second Plan for all development of 
the major ports, which include Calcutta, Bombay, Madras, Cochin, 
Visakhapatnam and Kandla. Work which will be started, together 
with what IS continued from the First Plan, is expected to cost in all 
about Rs. 76 crores. 

Dev elopment at the v’anous ports is expected to step up port ca- 
pacity by 1961 to about 35 million tons a year. Among the important 
plans for Bombay port is to develop Pnnee's and Victoria docks to 
permit ships to enter at any time of the day regardless of tide, to 
dredge the mam harbor channel, and to electrify cranes at Alexandra 
docks. At Calcutta, m addition to improving existing docks and 
berths, the Second Plan includes the construction of a general cargo 
berth and river training works to improve navigation m the Hooghly 
River. 

At Madras stx additional berths are to be constmeted under the 
wet-dock scheme. Cochin will get a new coal berth, a berth at Fort 
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Cochin, and a berth for a second tug. At Kandla, besides com- 
pletion of ^^ork started m the First Plan, tivo new jetties will be 
built for handling ore traffic, and the township at Gandhidham near 
the port will be developed. At Visakhapatnam, it was originally ex- 
pected to build two new berths. This target may now be raised to 
four berths, to help handle two million tons of ore a ) ear. 

The Second Plan also provides for developing minor ports, as well, 
in seaboard States, for inv'estigahons on development of all-weather 
harbors (at Paradip, Mangalore and Malpe, and Tuticonn), and for 
constructing a number of lighthouses and modernizing existing ones 
with new standard equipment 


Inland Water Transport 

India has over 5,000 miles of navigable inland waterways The most 
important are those of the Lower Ganges and the Brahmaputra and 
its tnbutanes in the West Bengal basin, and, in the South, the Goda- 
vari and Krishna rivers, the backwaters and canals of the Malabar 
Coast (now in Kerala State) and canal systems in Madras, Andhra 
and Onssa. 

The new multi-purpose river vallq' projects are producing some 
new inland navigation also, as, for example, the eighty five mile chan- 
nel now connecting the Hooghly River and Calcutta with the Ram- 
ganj coal fields. 

^Vhlle these inland waterways were for a long time considered of 
Only local importance, the part they' can play m the whole country’s 
transportation system — especially to help relieve pressure upon the 
overburdened railways — is now becoming much more clearly realized. 
For the first time India has, under the Second Plan, set aside some 
funds (Rs. 3 crores), however small, for their development This in- 
cludes development of the Buckingham Canal and the West Coast 
Canals. The Rs. 3 crorcs will be supplemented by contributions from 
State Governments to the Ganga Brahmaputra Board, for the Board's 
development projects. TTie Board, set up during the Fust Plan, has 
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already taken up experimental projects, one on the Upper Ganges, 
one on the feeder rivers of Assam and the third on the Brahmaputra 
in Assam. 


CIVIL AIR TRANSPORT 


First Plan Rs, 23 crores 


Secovd Plan Rs. 43 crores 


India’s cnil aviation has growm fast since Independence, whether 
measured bv number of cities serv’ed, passengers, freight and mail ear- 
ned, or air miles flow-n Today, most important cities are served by 
regular flights, and eight) one aerodromes are maintained and oper- 
ated bj the Civil Aviation Department, compared to forty-four in 
1947 . 

As in France or Sweden, India's air services are Government- 
owned Two air corporations, the Air India International and the 
Indian Airlines Corporations (internal flights only), were bought 
from private owners, and set up as Government services in August 
1953 . 

During the First Plan, eleven new aerodromes were constructed, 
and over the Second Plan eight new aerodromes and gliderdtomes 
will be built to provide airports in all State capitals and in other im- 
portant towns throughout the country 

Funds have been allotted in the Second Plan for purchase of addi- 
tional aircraft and improving facilities for both the international and 
the domestic airlines. 



Bs. 60 crores 

Bs. 76 cTores 


HIGH LIGHTS 
of programs for 

COmiUSICATIOHS DEVELOPMENT 

The Second Plan allocates R$. 76 crores, a fourth again as much 
as the First Plan, to bringuii telephone, postal, telegraph and radio 
facilities to more of the Indian people. The main targets arei 

Expanding telephone and telegraph service, toward a future goal 
of service within fi\e miles of any place in the nation. 

A post office within a four-mile radius of each group of villages 
having a total population of 2,000. 

Community radio sets for all villages of over 1,000 population. 

Direct radio-telegraph, radio-telephone and radio-photo circuits 
between India and twenty-five additional countries. 


First Plan 
Second Plan 


CHAPTER VI 


Communications and Broadcasting 


Better postal, telephone, telegraph and radio services are, of course, 
essential to India’s expanding commerce and mdustrj’ But they are 
also essential to help the people emerge from the isolation of the 
past and keep in ready touch with the new ideas, the new pro- 
grams, the new advances of then nation and the world. 

All these services are, and traditionally have been, m India as in 
Britain, Sweden and many European countries, Go\emment owned 
and Operated. During the First Plan years India progressed remark- 
ably in their expansion and improvement. 

Telephone Services- In the Sve years of the First Plan, 60 per cent 
luore telephones were installed than in all previous years of Indian 
history. TTiere was demand for twice the number if the instruments 
and equipment had been available. 

The Second Plan will step up the number still more sharply until, 
319 
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at the end of the Plan, India will have nearly half a million, or about 
three times as mam phones as in 1950-1931. 

The long-range objective is to have trunk (long-distance) teI^ 
phone service available not merely m all towns and administrative 
headquarters (such as block devdopment headquarters in rural areas) 
but within about five miles of any place m the nation. This means 
verv considerable expansion of exchange lines, of public call offices 
and of long-distance ondeiground cables, and increasing use of auto- 
matic devices 

India makes a verv' large proportion of its ovvm telephone equip- 
ment in the Indian Telephone Industnes Factory (Bangalore), begun 
in 1948 The factor} started bv assembling imported parts but now 
has tooled itself to make 520 out of the 539 parts needed for a tele- 
phone instrument All but two of the remaining parts are also made 
in India, bv private firms During the Second Plan, India expects to 
be able to produce S5 per cent of all the components needed for line 
equipment, and to turn out 40,000 exchange lines and 60,000 tele 
phone instruments a }ear 

Postal Senice India inhented on Independence a well developed 
postal serv’ice that reached from remote Himala)an areas to the back- 
water villages in Malabar 

Far too few villages, however, had local post offices. Over the First 
Plan and Second Plan, the Indian Government will have far more 
than doubled the number of post offices in existence in 1950-1931, 
and hopes to put a post office withm a four-miJe reach of ever}’ group 
of villages with a total population of 2,000 people. 

The Second Plan also expects to improve the efficiency of postal 
semce b} extending air mail routes, adding more raihva} mail vans, 
and trucks, and using more mechanical devices at major post offices. 

Telegraph Semce The Second Plan will also step up the efficienc) 
and extent of telegraph service, using more modem devices such as 
teleprinters, and adding a substantial number of new telegraph offices. 

By the end of the Plan, the number of telegraph offices will have 
nearly doubled over the number in 1930-1931, and the goal for 
the future is an office within five miles of ever} place in the countrv. 
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The Second Plan allots Rs. 63 crores for expanding telephone, 
telegraph and postal facilities. 

Overseas Communications For extending and strengthening con- 
tacts with other countries, India needs a well developed system of 
overseas communication services, and the Second Plan provides for 
considerable expansion 

Before the First Plan India had direct radio services with slx coun- 
tries, but by the beginning of the Second Plan it had developed 
radio-telegraph circuits with fourteen countries, radio-telephone cir- 
cuits with SLxteen countnes and radio-photo semce with 6ve coun- 
tries. 

Dunng the Second Plan, it is hoped that direct radio-telegraph, 
telephone and photo circuits will be established with tw entv 6v e addi- 
tional countnes. 


Progress m COMMUNICATIONS 

loeol T*l«phoa«s 

-40,000 telephones 

1950-51 ^ ^ ^ < 168,000 


1955-56 <5 ‘S •§ 277,600 

1960-61 <5^ 257,600 

Telegrcpfi Offices 

1 tml = 1,000 offices 

1950-51 frrin finri fWI fS 3,592 


1955-56 nfin fiml rfnTI t im i ( im 1 

J 5,057 

1960-61 finn frnfl fWin Irml IitttI 

firin fir 6,457 

PosI Offices 

1 tml = 10,000 post offices 

1950-51 fiml finn fiml CS 36,000 


1955-56 fiml fiml fiml limi Irml 

G 54,900 

1960-61 finn fiml fifin Irml ItnrI 

fTfin fiml fir 74,900 

Community Radio Sets 

igT :: 7,000 rodio sets 

’NegligiWe 


1955-56 14.000 


1960-61 fgl g 74.000 j 



322 


THE NEW INDL\^ 


Broadcasting Shorth after India became Independent, the Go\- 
emment o\s'ned All India Radio, estabbshed in 1935, merged mth 
the broadcasting stations of the pnnceli states to form a nation-sside 
netn ori. 

B\ the end of the First Plan, there were twents-sis stations. Each 
language area had been provided vnth at least one transmitting sta- 
tion, and fairh eSectne coverage nas given to almost all the regions 
in the countiv. 

The aim during the Second Plan is to extend the services now 
available for all languages, and to as wide an area as possible In 
some parts of the countn, because of the nature of the terrain and 
the needs of the region, short-wave transmitters are to be installed 

For meeting the growing demands for national programs and for 
ensuring a counti}-wide hookup of national broadcasts, one 100-kw’. 
short-wave transmitter and one 100-kw medium-wave transmitter wall 
be installed at Delhi Services from Calcutta, Bomba) and Madras 
will be made a\ aiUble to the enbre countrv bv the installation of 
50-kw'. or lOO-kw shortwave transmitters in these cities. A limited 
beginning will be made m the field of television 

Additional facilities for the services beamed to countnes outside 
India will also be provided by the installation of two lOO-hv. short- 
wave transmitters at Delhi India now has external broadcasting 
services in sixteen different languages. 

To promote rural listenmg, communitv receivers are to be provided 
in the villages with a population of 1,000 and above, to a total of 
60,000 sets, and new emphasis will be put on developing programs for 
fanners and other rural people. 



Fipst Plan Rs. 5 crores ^ 


Second Plan 

Rs. 30 crores 


mat LIGHTS 

of programs for 
SCIENTIFIC HESEAnCH 

The Second Plan allocates Rs. 30 crores to advance scientific re- 
search fostering India’s iodustriai and technological progress, in 
addition to substantial amount spent on research by the univer- 
sities and some ministries ^ The main targets are: 

Expanding research training and facilities in universities. 
Enlarging the facilities of India’s network of national labora- 
tories. 

Strengthening the atomic energy research program. 

Establishing one hundred scientific research and infonnation 
centers for rural people- 

' Expenditures 

* Mmistncs of Railwaxs, Communrcations, and Imgation and Power 






CHAPTER VII 


Scientific and Technical Research 


In e\ei)' field of India’s development, pressing problems call for scien> 
tific study, investigation and applied research. Fortunately, in the last 
fifteen years India has developed a fairly extensive research sjstem 
which can be strengthened and expanded over the Second Plan 
period. 

Scientific research first became organized dunng World War II, 
when the stress of wartime needs ga\e it urgency. The then Govern- 
ment of India constituted the Board of Scientific and Industrial Re- 
search m 1940, and follmved mth the creation of the Council of 
Scientific and Industrial Research in 1942. 

After Independence, scientific and technological research was given 
high pnont) in \ie\s of its impwrtance for national development. 

The Council of Scienbfic and Industnal Research was made re- 
sponsible for the financing of research laboratones and for the promo- 
Aon, guidance and coordination of scientific and industnal research 
in the country. 
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Calcutta; the Indian Associabon for the Cultivation of Science, Cal- 
cutta; the Birbal Sahni Institute of Palaeobotany, Lucknow; and the 
Sri Ram Institute for Industna] Research, Delhi In addition to these, 
science departments and research institutes at the universities were 
given aid by the Ministry of Educahon and the Universities Grants 
Commission. 

The Indian National Scientific Documentation Center is now pro- 
viding documentation services to the national laboratories, scien- 
tific institutions, universities and industrial concerns In 1932 the 
Government of India entered into an agreement with UNESCO, 
under which UNESCO agreed to provide technical assistance for the 
organization of the Center 

The Council of Scientific and Industrial Research bnngs out re- 
ports, monographs and bulletins which discuss the activities of the 
research committees and the national laboratories, and publishes two 
monthly journals, the Journal of Scientific and Industrial Research, 
in English, and Vigyan Pragaii, in Hindi. An important publication 
of the Council is the Dictionary of Indian Raw Materials and Indus- 
Products, popularly known as the Wealth of India, to be com- 
pleted in ten volumes. 

The Second Five Year Plan has earmarked Rs. 20 crores, m addi- 
tion to Rs. 10 crores for current expenses, for the development pro- 
grams of the Council of Scientific and Industrial Research The 
purpose is to enlarge present laboratorv' facilities and bnng the results 
of scientific research to bear more closely upon vital problems of in- 
dustrial development As under the Pint Plan, the Universitv Grants 
Commission wall spend a substantial amount of scientiEc and tech- 
nological research in the univeRibes, totaling Rs 16 crores over the 
Second Plan period 

The new research institutions to be established over the Second 
Plan include a Mining Research station at Dhanbad, a Central 
Mechanical Engineering Institute near Calcutta, a National Biologi- 
cal Laboratory, a Science and Industry Museum, and a regional lab- 
oratory in Assam. A salt research station is to be set up in Sambar in 
Rajasthan for the exploitation of the valuable Sambar salt bitterns. 
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Centers or units are also to be started for research work m the fields 
of gas turbines, ram and cloud phj'Sics, essential oils, wind power and 
medicinal plants Investigations on the replacing of coking coals by 
non-coking coals in the smelting of iron ore are also to be carried out 
on a pilot-plant basis. The research committees of the Council have 
drawn up a comprehensive program of work for the varrous units. 
Under programs of many of the Ministries, such as Agriculture, 
Health, Irrigation and Power, Radways, and Communications, con- 
siderable research will be done. Counting these with all other research 
programs, India will be spending about Rs. 50 crores on research. 

Atomic Development 

In the field of atomic research, India has made an excellent Start. 
India created an Atomic Commission as early as 1948 to lay the 
foundation of the country’s atomic development. 

Its immediate aims were the promotion of nuclear research, the 
suney, prospecting and processing of raw materials, and the setting 
up of an experimental reactor. 

India’s long-tenn objective is the generation of power from atomic 
energy to light the countryside, to give power to industries, and supply 
tools to science to improve agnculture and to fight disease 

Some phases of India’s atomic energy work have already been dis- 
cussed. As far as basic research is concerned, the work is largely con- 
centrated m the Tata Institute of Fundamental Research, Bombay. 
India has done good work in the field of primary’ cosmic-ray radi- 
ations, nuclear collisions and research into the life of mesons at high 
altitudes Important work has also been done at the Bose Institute and 
the Institute of Nuclear Physics in Calcutta and other research centers 

Tlie Department of Atomic Energy was opened in 1954, and the 
work of setting up the Atomic Energy Establishment w’as started at 
Trombay (near Bombay) m the following year. The Establishment 
consists of three main groups, for physical, chemical and engineering 
research. It has a staff of two hundred (it is to have eight hundred 
by 1959), and has facilities for pilot-plant expenments A “swimming 
pool” reactor w'cnt into operation in mid-1956 to produce isotopes 
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for biological, medical and industrial res^rch. A high power, high- 
flux reactor received under the Colombo Plan will start operating in 
1958. 

Disseminating Scientific Knowledge 

Among the associations which disseminate scientific knowledge are 
the Indian Science Congress Association, the National Institute of 
Science, New Delhi, and the Indian Academy of Sciences, Bangalore. 
These associations publish academic ]oumals and provide forums for 
scientific thought and discussion Similar work is undertaken by asso- 
ciations representing different branches of modern science, such as 
the Indian Phjsical Society and the Indian Chemical Societ> 

One of India’s interesting and special problems is how to bnng 
some knowledge of science to rural areas The Second Plan includes 
a program to establish about one hundred rural Vigj’an Mandirs 
(“Temples of Knowledge") Their function is to help and advise 
Villagers on how to use the benefits of science and research in agncul 
ture, health, sanitation, and so on 

Metric System and Standardization 

The Government made the important decision in earl} 1956 to adopt 
the metric system, m order to standardize weights and measures all 
O'er the country. The Government felt that a reform of this kind is 
best introduced in the early stages of industrialization, and introduced 
gradually, so that it will involve only a minimum of problems As a 
prelude to the reform, decimal coinage was introduced on April 1, 

1957. 

An Indian Standards Institution was established in 1946, to im- 
prove quality and uniformitj’ of grades of industrial products and 
processes. 



SECTION III 


THE SOCIAL SERVICES 



First Plan 


Rs. 170 crores 


Secovd Plan Rs. 307 crores 


HIGH LIGHTS 
of pTOgrams for 
EDUCATION 

The Second Plan will spend nearly hvice as much on the ad- 
sancement of educ-alion as did the First Plan, to acliieve these 
main targets; 

S million more children in primary school. 

800.000 more >oung people in secondary school. 

27 per cent more teachers in training. 

Rural higher education for village young people. 

Intenshe emphasis on technical training. 

Reforms in quality and character of secondary and higher edu- 
cation 

273.000 scholarships for primary, secondary and higher educa- 
tion for all groups. 


CHAPTER I 


Education 


men India non Independence its edacalion system had to be 
adapted, both m quality and in quantity, to the needs of a deselop- 
mg nation. 

The new Goseinment’s 6rst need iras to make schooling available 
to more of its young people so that education was no longer the 
pnvilege of the few. Here the first task was to increase rapidly the 
number of schools, and very particularly of elementary and secon- 
dary schools The new Constitution committed India to provide 
compulsory education for all Indian children through the age o 
fourteen. 

The second need was to change the character of educabon from 
pnmar)’ school upis-ard so that Indian jouth of all classes might be 
trained m the independence of thought and action, m the sense of 
social lesponsibilit}, in the sUlls and knowledge demanded of citizens 
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of a free and dev eloping India. For this purpose, the Government * ap- 
pointed a series of eminent commissions to diagnose the problems of 
the education svstem, and prescnbed sweeping principles of reform. 


Elementary Education 

The cost of free pnman educabon for all of India is of Himalavan 
proportions A recent estimate indicates it would cost over a fifth as 
much as the entire Second Plan. India’s swiftly nsmg population 
compounds the problem By the end of the Second Plan nearly 3 
million more children will be added to the already vast total of 48 
millions of primary school age 

At the opening of the First Plan, fewer than half of all children 
eligible were m school The First Five Year Plan set a goal of 60 per 
cent. It did not reach this high target, although over 6 million more 
children went to school— a very sizable number by any standard. In 
areas under community development where particular stress is placed 
on schools, doubled and even quadrupled school attendance was not 
uncommon 

The Second Plan hopes to raise the total number m elementary 
school bv nearly 8 million more, so that by the end of 1961, about 
two-thirds of all children of pnmary age may have at least a chance 
to start the climb up the education ladder to opportunity' So-called 
“middle schools,” which take children from eleven to fourteen years, 
w'lll also be expanded — ^by over a million pupils. 

The State Governments also worked on improving the quality of 
elementary education Chiefly, they urged adoption of the craft- 
centered “basic” educabon first evolved by Mahatma Gandhi— a 
leam-by-doing system While by the end of the Plan the number of 
(new or converted) basic schools and their pupils had mulhplied six 
fold, India feels that, in general, progress has been too slow. 

• In India, as under the federal svstem of the United States, education is the 
financial and administrative concern of the States, and two thirds of both the 
First and the Second Plan budgets consist of State, not Center, funds. The Union 
Government, however, plays a very substantial role in formulating education policy 
at all levels through conferences and consultations with State education authonbes 
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Under the Second Plan, elemental}’ education gets somewhat less 
funds than under the First Plan. But the amount will be supple- 
mented by Rs. 12 crores for general education provided under the 
rural development program, almost all of which wall go to elementary 
schools. 

The cost of Universal pnmar}’ schooling is so great that the Second 
Plan franldy admits that the chief hope for making it possible lies in 
local communities bearing some of the cost of both schools and 
teachers. This practice, long familiar in village India, is now becom- 
ing more widespread. 

The rural development program has shown, moreover, that edu- 
cation stands high on the villagers’ scale of v'alues, villagers have con- 
tributed in labor and materials up to half of the cost of their new 
schools. With these means, and with some help, such as authonty 
to levy a local school tax (recommended m the Second Plan), 
India’s villagers may jet win what thev', like the people of other 


Progress in EDUCATION 


18,680,000 

« It «»« 24,812,000 
iitii tmt tmt HIM Hill Hilt Hi 32,540,000 
Years 

1950-51 f I 3,370,000 
1955-56 IIIH \ 5,095,000 
1960-61 If 6,387,000 

W'17 Years 

'950-51 1,450,000 

'955-56 HI 2,303,000 

'960-61 fllj 3,070,000 f = 1 million efi.Wren 
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nations, so chensh— the pmolege of universal primary education for 
their children. 


Secondary Education 

In secondaiy education the significant advances under the First 
Plan hare been in the direction of quality, and the Second Plan’s 
mam effort will be to go ahead with the reforms already started 

In general, these have followed the recommendations of the 
Secondan Education Commission which laid down these major 
principles of reform- diversification of the study programs to pre 
pare students for vocations other than Government service and uni- 
versity entrance; reform m both teaching and examinations to en- 
courage active learning rather than rote memonzmg; relating studies 
to the community and to good citizenship, raising the economic and 
professional status of teachers and headmasters. 

The Commission particularly urged the setting up of multi purpose 
schools, technical schools, and specialized agricultural schools The 
object IS to make secondary education more complete and purpose- 
ful m itself so that it may serve as terminal education for the many. 
It IS also hoped that it will help produce the large number of skilled 
workers, technicians and specialists whom India now needs so 
urgentlj, by giving them a secondary education which includes or 
can be readily supplemented by vocational training. 

Under leadership from the Central Government and specificallj 
the All India Secondary Education Council and its field staff, estab- 
lished in 1955, many of these reforms have begun to take effect. 

Three hundred and thirty-four multi purpose schools were started, 
and an experimental group of twenty'-four teacher-training colleges 
set up extension services to advance and stimulate secondary school 
teachers and cumcula in their areas. An India wide senes of semi- 
nars for secondaiy school headmasteis brought out new tbinlong and 
action on necessary' reforms 

The Second Plan hopes to start nearly four times this number of 
multi purpose schools (1,271) and ninety junior technical schools 
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Reforms in secondary education are the more urgent since at- 
tendance is rising rapidly Over the Fust Plan, the number of 
secondary students increased by more than half; by the end of the 
Second it is expected to be double what it was in 1950-51. 


Higher Education 

The Second Plan allocates to university education nearly four times 
as much as did the First Plan (Rs 57 crores against Rs 15 crores). 
Most of it will go to improve and expand technical and scientific edu- 
cation m the universities, to fill the pressing demands for shilled 
and trained personnel for a developing nation 

At the same time, very real efforts will be made to improve the 
liberal arts colleges, stressing quality more than expansion College 
enrollment has been rising very rapidly, even m the last five >ears 
alone, it has gone up almost 80 per cent In some colleges and uni- 
versities, where staff and facilities could not expand fast enough to 
Iceep pace, this has brought about serious overcrowding and a lower- 
ing of standards. 

Reform measures being underlahen through the newly established 
University Grants Commission include: instituting three )ear degree 
counes, organization of tutorials, emphasis on the social and natural 
sciences and the humanities with special relation to Indian life and 
needs. 

It is hoped that by adopting higher standards and strengthening 
secondar)’ schools, the flood tide of students seeking higher degrees 
can at least be prevented from nsmg higher. It is also being con- 
sidered whether a university degree should continue to be a require- 
nient for Government serMce — which is, of course, among the chief 
reasons for the rush to the colleges. 

Some e.xpan$ion of college facilities is, however, being planned. 
Seven new universities will be added, and many existing colleges 
vdll get new buildings, hostels and laboratories and libranes. Re- 
search scholarships and an urgently needed increase in faculty salanes 
are also proposed. 
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A special problem for India is rural higher education. Almost 
wholh urban and academic m character, Indian college training has 
long tended to widen the gulf between cit\' and ullage, between the 
“educated” few and the millions of peasants. 

Dunng the First Plan the Gmerament took two steps to provide 
higher education that is meamngful to and can sene India’s rural 
people. 

One IS the development of Janata (people’s) Colleges or “Folk 
Schools’ taking some inspiration from the Danish Folk Schools which 
plaved such an important part m Denmark’s rural development. For 
a number of sears, in Mvsore and elsewhere, India has been evperi- 
menting with \anous tvpes of folk schools With reinforced stimulus 
from studv of the Danish and other efforts, the Second Plan pro- 
poses a number of such colleges, beginning with about one to ever}’ 
State 

An equally important proposal is to initiate some tjpe of rural 
universitv which can train ullage voung people for service and citizen- 
ship in rural areas, conduct research on rural problems and do exten- 
sion work m neighboring villages Over the Second Plan, ten Rural 
Higher Institutes will be developed 

At the same time, India’s agricultural colleges and the special train- 
ing centers for rural development work are, as we have seen, expand 
ing considerably 

Girls’ Education 

Education of girls lags far behmd that of boys, as was true dunng 
the development of the West In primary grades (6-11 ), only a third 
of all girls go to school, against two-thirds of all boys. Only 3 per 
cent of girls get to secondary school at all. While the number of 
girls going to college has gone up considerably, they shll constitute 
only 13 per cent of all college students. Future Five Year Plans will 
put their greatest stress on girls’ education, and India is making a 
special effort dunng the Second Plan to train the women teachers 
who will be needed In 1936 four teachers out of five were men 
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Technical Education 

Intense emphasis and funds will be placed on technical education 
over the Second Plan. The pioblem, so intimately part of India’s 
problems of skilled manpower resources, has been discussed in the 
chapter on manpower and emplojunent. 

Te-achers and Teacher Training 

Basic to any effort to improve Indian education is the raising of 
teachers’ salaries at least to reasonable levels of living, and the ev 
pansion and improvement of teacher training. 

Average salaries are currently Rs. 35 ($7) a month for pnmaiy 
teachers; Rs. 73 ($15) for secondary. To raise them to levels which 
^ould draw and hold adequate teachers would dip heavily into 
India’s resources. One estimate puls it at $52 million a year for ele- 
mentary teachers alone. 

The need is so urgent, however, that under the Second Plan the 
Central Government has agreed to assist the States up to 50 per cent 
of the cost of additional expenditures needed to raise salaries of 
primary teachers. 

But the Government feels that basically the responsibility is up to 
rile States, and again urges putting more financial responsibility on 
local communities. In rural development areas the villagers are being 
encouraged to accept partial suppiort of schoolteachers, by giving 
them grants of land or part of the harv-est, and by providing living 
inarters. This points to an important new solution 

Teacher training is a sizable problem in India. Over a third of all 
India s primary’ teachers and nearly half of all secondary teachers 
untrained. While the number of trained teachers increased over 
the First Plan period, there is still a long way to go. The means by 
'vhich it IS hoped to increase training facilities and the proportion 
of trained teachers have been discussed in the chapter on manpower. 
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LiTEit^ci' AND .\rrLT Education 

Xo new census was assailable at tbe end of tbe First Plan period to 
show how successfully India progressed against illiteracs'. Some prog- 
ress certamlv was made m the areas under the rural der’clopmect 
program, where literacy classes reached nearly one milhon adults. 

\'erT rough esbmates asstime that bteracs may ha\e risen from 
20 per cent m 1950-1951 to about 25 per cent in 1956.^ Efforts so far. 
howe^er, ha\e made clear that hteracs teaching is most successfni 
when part of a general program of communits deselopmenh Tbe 
Second Plan aDots a total of Rs 15 crores to hteracj* teaching and 
social education. Rs 10 croies to be spent under the rural deselop- 
ment program where mobsahon for hteran. is highest 

ScEOI-^JCTlPS 

To prevent educafaon from conhnumi to be, as m India it his- 
toncalh has been, the pnnlege of the elite, the Indian Govemment 
has for «oine bme had an ertensne svstem of special scbolaiships. 
pnncipallv for backward and so-called "scheduled” castes. 

Under the Second Plan, the Govemment has so extended and 
diversified its scholarships that a fair proportion of all students vnth 
abihh’ and aptitude, who wish to do higher studies or research, 
should be able to get financial help. There are also special scholar 
ships for artists and musicians. A total of Rs. 12 crores is allotted 
for new scholarship programs These, with Central and State pro- 
grams alreadv m effect, will provide 275,000 scholarships. This is m 
addibon to a large cumber of fellowships and scholarships, totaling 
well over 3 million, which have been provided for scheduled castes, 
tribals and other underpnvilesed groups 

Other Peogbaais 

The Indian Mmistrr of Educabon other important funcbons of 
cultural int^iabon and development for which the Second Pl^ri 
has provided. These mclude piomobon of Hindi and of the 
• Chmttias cUdren op to ten %eai5 cf age 



EDUCATION 


341 


regional languages; a National Book Trust to promote publication 
of good literature in the regional languages, establishing a Sansknt 
University and Sanskrit studies; support of the neivly formed Acade- 
mies of Letters, of Dance, Drama, and Music, and of the Fine Arts, 
development of India’s museums; of the National Library (Cal 
cutta); of the Departments of Archives and Anthropology, and the 
opening of a Central Institute of Indology. 
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mile Bgures for the last First Plan Year are not yet available, and 
health statistics in India are not comprehensive, there is clearlj a 
trend to health improvement For eiample, infant^mortality dropped 
from 127 per 1,000 live births in 1950 to 113 m 1954. 

The Second Plan, with double the funds ‘ of the First Plan, mil 
intensih the programs already started, pres entire services being gnen, 
as before, the high piionty Among the recent programs, nation- 
\Mde family planning is one of outstanding importance. 


More Hosprid/ dtid Health Centers 

While the First Plan increased the total number of hospiUls, dis 
pensanes and health centers by about 16 per cent over all, an 
doubled the number of rural clinics, there are still far too few. Hos 
pitals continue to be mostl) in large towns and cities. Many hospitals, 
urban or rural, are poorly equipped, understaffed and do not come 
up to acceptable standards. 

Under the Second Plan Rs 45 crores wall go to increase the num- 
ber of hospital facilities, and to improve equipment, services an 
staff in present institutions What is aimed at is a four-part integrat 
regional s^'stem of hospitals which would include the teaching hos 
pital, the Distnct hospital, the tehsil hospital, and the rural medica 
center associated with a health unit. 


The Government considers bnnging more adequate health servic 
to the \illages by far the most urgent program of the Second Plan 
period. The object is to set up about one pnmary or central healt 
unit m as many of the rural deselopment blocks as possible. ® 
one health unit cannot ser\e a block of one hundred villages ade 
qualely, it will at least be the cornerstone for a future expanded an 
comprehensive senace About three thousand new centers are pro- 
posed over the Second Plan at a cost of Rs. 25 crores. 


‘ Although under the Indian Conshtution, health is largely m the hands 
States, and State cTpeaditures iiia).e op two thirds of the total health buOg 
the Second Plan, all health plans arc earned out as a joint venture of the en 
and State Governments 
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Training of Health Personnel 

The urgent needs are to increase trai ni ng facilities, and impro\e the 
qualit) of training wth special emphasis on pre\enti\e medicine 
and techniques of pubhc health education The Second Plan’s pro- 
posals ha\e been discussed m the chapter on India’s manpower 
problems. 


Medical Research 

Since Independence, India has set up se\eral institutes for medical 
research, as well as for research on lepross, on cancer, on drugs, on 
mental health. 0\er the Second Plan, an Institute of Biologs, and 
one for Occupational Health, mil be started and the present \'itus 
Research Center at Poona expanded into a full-fledged institute 
In general, ho\^e^er, medical research now recenes too little at 
tention. To stimulate interest in research work, to tram research 
personnel, and increase research facilities m the colleges and in 
special institubons, the Indian Council of Medical Research pro- 
poses to set up a cadre of trained men. 

It also proposes, in addition to the nine specialized research units 
it has already organized in university departments and institutes, to 
start nevv units for study of mvcology, parasitologv, and pediatncs 
Special research projects are planned on nutnbon, drugs, industrial 
health, matemal and child health, tuberculosis and environmental 
hv giene. 

I-aboratoiy facilities for clinical and pubhc health purposes arc 
hecoining more and more important to health administration The 
Second Plan \nl] 5et up and expand facihbes to help in disease con 
hoi programs and on food and drug adulteration problems 
The Second Plan allots Rs. 6 5 crores for developing indigenous 
^I'steins of medicine (such as the Ayurvedic svstem), pnncipalh to 
hng their teaching insbtubous up to a standard that will enable 
hicm to undertake research It is of interest that RauM'olfia serpen- 
hna, the drug now used in the ^Vest for treatment of mental illness. 
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high blood pressure and as banqnihzers, u'as de% eloped from India’s 
indigenous medicines. 


Wider Control of Communicable Diseases 

Communicable diseases — that is, diseases which are pre\'entable— 
ha\e traditionalh accounted for half of all deaths in India. Their 
p^e^ enbou has, therefore, a high pnonty. 

Molanu IS India s foremost pubhc health problem About ZOO mil- 
Lon people m India hie in malanal areas, ^^'h^le exact data are lacb- 


Pfogress m HEALTH 
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ing, it is estimated that until recently some 57 million persons a )ear 
suffered from malaria; and possiblj 800,000 a }ear died from it. 

The First Plan’s nation-wide control program «hich cut mcidence 
of malaria in half in the fint jear alone, cosered, b) the end of the 
Plan, 132 million people. Studies indicate that the program has been 
important in raising agricultural production; it not only relieied 
mdnidual farmers of disease but made it possible to cultiiute once 
malaria infected lands. 

The Second Plan will use Rs. 28 crores to extend the program to 
giie full protection to all the 200 million people Imng m malanous 
areas. Eradication of malana is now a foreseeable possibihh, and an 
eradication campaign may be undertaken m the last jears of the 
Plan. 

FUariasis: Filanasis, also a mosquito-bome disease, affects about 
2) million people m India. Mosqmto control and betrazen treatment 
in all affected areas are the Second Plan’s proposed methods of pre- 
wation. To the thirteen control units set up over the Fust Plan, 
sirtj-five ne\v units will be added. 

Tuberculosis ranks next to malana as India’s greatest killer In 
1951 it u'as estimated to cause as inan\ as half a million deaths a 
)''53r. The mass BCG (Bacillus Calmette Guenn) \accination cam- 
paign begun in the Fust Plan is belie\ed to be the largest of its kind 
Undertaken in an) countrs. Onct se\ent) million people ^^e^e tuber- 
‘^nlin-tested, 24.5 million were \accinated The campaign will be 
^anded under the Second Plan to co\er the entire susceptible 


population under h\enh-fixe sears old. 

At least one TB chnic will be presided for each distnct, and 
clinics ahead) operating ssill be brought up to a higher standard. 
I^ifteen new demonstration and tiammg centers will be established 
and four thousand new beds presided, with facihbes for isolation of 
adsTneed cases and for aftercare. 


FepTosy: Not less than a million and a half people in India suf- 
ici from leprosy. The mcidence s'aiies from the aserage rate of 2 to 
per cent, to as high as 15 to 20 per cent m some sillages, par- 
in the east coast and the South. 
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Yet on the whole there was far too little progress Partlj to blame 
were shortage of materials (espeaallj non pipe), of trained public 
health education and engineenng staff, and of adequate organization. 

The Second Plan provides Rs. 91 crores {nearly double the funds 
of the First Plan) for dnnhmg-w'atei supply and sanitation pro- 
grams Two-thirds of the amount will go to city areas, one third to 
rural areas. 

A Bureau of Health Education was set up in November 1936 in 
the Central Health Ministry; some of the States have added public 
health engineering and health education departments India’s first 
Public Health Association, formed m October 1956, represents the 
mounting interest in this critical field 

For the villages, a special research<um-action program has been 
started to determine for the first time on a scientific basis how en- 
vironmental hygiene, and particularly the use of latrines, can be 
taught to and understood by rural people, and how their old customs 
can be changed to conform to new knowledge of disease prevention 


Mcrternd and Child Health 

^^Tvile infant and maternal mortality rates have gone down over re- 
cent years, they are still appallingly high, especially m rural areas 
Government’s objective is to provide maternal and child care 
centers attached to rural health units, and greatlv to increase the 
number of trained midvvives available m the vnllages 
In the Community Development areas, a good number (578) of 
®ateniity and child health centers were bmlt dunng the First Plan 
^ith the help of funds and labor of the villagers themselves Nearlv 
four times as many more (2,100) will be bmlt over the Second Plan 
^'■cr 36,000 local midvvives will be given training As a start on re 
(lucing child mortality, five pediatncs training institutions, training 
Specifically for work in rural maternity centers, are to be set up 
^^utrifzon; India’s low nutiibon standards are partlv due to pov- 
partly to lack of education on use of protective foods, especialh 
for children and expectant mothers. Nutnbon teaching is an im 
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portant part of the women's extension work programs planned foi 
rural areas. The Indian Council of Medical Research proposes nu- 
trition research, national nutntion surveys are planned, and estab- 
lishment of nutrition laboratories and diet kitchens. 


Family Planning 

Control of population is, as we have seen, one of the decisive factors 
in India’s efforts to raise standards of living 

Dunng the First Plan penod, a small beginning was made in ex- 
perimental family planning centers, m demographic research, and in 
testing of various methods for use with a largely illiterate and poor 
population lacking sanitary facilities The studies indicated the great 
acceptability of family planning and readiness to seek help. In 
1955-1956 the Government took the major decision to make family 
planning an intensive nation-wide program during the Second Plan 
penod 

The Government considers familv planning, not narrowly as a vray 
to control population, but as a prionty health service. Its objeo 
tives are to improve maternal and child health through child spacing 
and through family limitation where indicated for medical and eco- 
nomic reasons, to help raise family living standards, to stabilize popu- 
lation at a level consistent W'lth the national economy; and, through 
sterility and fertility clinics, to help childless couples to parenthood. 

General direction of the program is vested in a Family Planning 
Board, established within the Ministry of Health in October 1956 
as an advisory body, to determine policy and specific programs and 
review and evaluate progress. Over the Second Plan, the chief pro 
grams proposed are 

Family Planning Advice and Service There will be family plan- 
ning units in each of the two thousand primary health centers in 
rural areas, and some five hundred centers in the cities. 

Setting Up Adequate Training Centers Two centers have already 
been set up, one of which, the All-India Institute of Family Planning 
(training and research) m Bombay, emphasizes training for urban 
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^orL The other, in Mjsore State, will devote itself largely to train- 
ing for family planning work in rural areas. 

Biological and Medical Field Research: Two studies already be- 
gun, in the Punjab and in West Bengal, are experimenting with 
contraceptive methods, and the best ways to provide family planning 
service. The Bengal field surve) is being assisted by the Rockefeller 
Foundation. Preliminary’ study in the Punjab indicates the foam 
tablet as the most acceptable method. At the Indian Cancer Research 
Institute, a center for testing contraceptives has been set up. 

Demographic research is essential to long-range planning of the 
program, and a Demographic Center has now been established in 
Bombay. The Center will be developed into a regional organization 
in collaboration with the United Nations to serve the needs of other 
Asian countries as well. It will receive financial assistance from the 
United Nations and the Population Council of New York 



First Plan 


Rs. 7 crores 


Second Plan Rs. 29 crores 


men LIGHTS 

of programs for 
LABOR 

The Second Plan, with over four times the funds of the First 
Flan, will seeV to increase labor's share and participation in India’s 
progress and to strengthen the labor movement. These are the 
main targets: 

The strengthening of trade unions. 

A new, extensive program of workers’ education. 
Labor-management cooperation in production problems. 

An evpanded and integrated social security sjstem. 

Trebling of training facilities for craftsmen and skilled workers. 
Expanded vocational and employment services. 

Stepped up program of industrial housing. 
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labor, and the Direcb\e Pnnciples of the Indian Conshtution ga\e 
recognibon of economic nghts that had long been neglected. 

In general, the Indian Go\emment's pohc% on labor is based on 
pnnciples e\oI\ed b\ Mahatma Gandhi, who, as we ha%e seen, had 
ven particular concern for labor’s place m socieh, and for the avoid- 
ance of class conflict. 

These pnnciples are (1) non\iolence, (2) arbitrabon and adjudi- 
cation to settle labor disputes. (31 increasing participation of workers 
in management, (4) )Omt “trusteeship” of management and labor 
and a realization that thei have common aims in national progress; 
(5) emphasis on a reform program which would provide improved 
education, housing, health, credit and other benefits. In various vvajs 
these pnnciples have been incorporated m both First and Second 
Five Year Plans 

The First Plan brought progress in improved mdustnal relations, 
a nse m real earnings, and in the expansion of social secunt)', in the 
setting up of some labor legislation and machinerv for adiudicating 
disputes. 

A Central Labor Institute vvas established to study problems of 
productivity, especiaDv m relation to working conditions and health 
and safetv factors Labor welfare centen, and a considerable pro- 
gram of mdustnal housing, were begun. 

In the Second Plan, the Government took the occasion to restate 
its pohc)' objeefaves for the five-vear penod, as well as to set out 
specific programs for labor’s advancement 


Trade Unions 

The Goiemment believes that a strong trade union moiement is 
necessar)’ in a democracy, both for safeguarding the interests of 
labor and for achieving targets of production. 

The trade union movement m India suffers from some major 
handicaps. 'There are too manv small local unions, many do not hav e 
enough funds. As a result, mam unions lack bargaining strength and 
there is disunity among the rank and file. Although some national 
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federations are being formed, flie national, regional and tndustrj'- 
wide side to union organization is not generally developed. Each of 
the major unions is affiliated with a specific political party This has 
led to some strengths, and also some obvious weaknesses. 

There are many reasons for these v'anous handicaps Present trade 
union legislation needs revision, smce much of it is based on con- 
ditions that no longer hold good. For example, as few as seven em- 
plojees now may form a union ehgible for registration Many in- 
dustrial workers, moreover, come from the villages and expect to re- 
turn, and in the past have not regarded their factory )obs as a perma- 
nent way of lif^ therefore they have not seen the need of union 
membership. Union dues are very low and pajTnents far behind 

Relatively few union leaders ha\e as yet come from the ranks of 
labor itself, but are “outsiders” While many of these outside lead- 
ers have greatly helped to organize and lead the largel> illiterate 
^vorkers, the stage has now been reached when the number of out- 
siders in union management can be restricted, so that union leaders 
can be drawn from the ranks of the workers themselves 

But e\en with these weaknesses, an impressive number of work- 
ers, 2.5 million, or about a third of the industrial labor force, 
belong to unions, and an increasing number realize that they must 
organize effectively to share the benefits of, and act as partners in, 
the nation’s progress. 

An intensive program of labor education is agreed to be t e "ej 
to achieve the Government’s and labors objective of a strong, 
democratic and responsible labor movement. Tlie Second Plan has 
given Rs. 5 million to labor education, and in early 1957 the Govern- 
ment recruited a combined Indian and foreign (United King om, 
Sweden, United States) labor team to draw up recommendations for 
effective national labor education programs. 

The team’s key recommendations are 

Selling up a nalion-ivide oiganizahon for labor cducalion com- 
posed of repiescnlalues of labor, managemenl, cducalron and Oor- 
emment to form policy and education programs, for siorkcrs ami 
union leaders at every level, 
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been reached include the perennial bonus issue (a form of wage in- 
crease), productivity and measures for joint consultation 

Both employers and workers have complained that inadequate 
enforcement often deprives them of the rights conferred by labor 
legislation, or arrived at through aw'ards and agreements The Second 
Plan recommends that an adequate agency, at the Center and 
m the States, should be built up to mvestigate and, where neces- 
sar)’, to deal wth the violation of labor laws. A Standing Indus- 
tnal Tnbunal, armed with suitable powers in the case of non 
compliance, has been recommended to ensure that awards are 
carried out. 

To help bring about mutual understanding and a common ap- 
proach to industrial problems, the Government, in the Second Plan, 
also urges use of the joint consullabve machinery available at the 
Center, m the States and, in individual plants, with works com- 
mittees. 

The non-official Joint Consultative Board of Industry and Labor, 
reconstituted in April 1954, offers a common forum m which unions 
and management, with some public members, can get together to 
frame sound labor policy and iron out differences The Board has 
already achieved some success in solving problems through mutual 
consultation and negotiation. Its activities have been widened and 
it has undertaken the study and discussion of a number of contro- 
versial issues, including wages, profit sharing, productivity and disci 
phne. Similar bipartite negotiating machinety is to be set up in the 
States and at the plant lev’els This will provide a two-waj flow of 
consultation on problems and ways to solve them. At the plant level, 
a Works Committee will be used with a clear demarcation between 
its duties and those of the repiesenlabve union 

In a developing democracy, the burden of responsibility’ for in- 
creased productivity and harmonious labor relahons must be shared 
equally among the management, the technicians and the workers 
India feels that the common goal— increased industnal production 
and greater benefits for workers— requires identity of purpose and a 
united effort as behveen labor and management. Tlie Plan recom- 
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mends that councils of management representing both labor and 
management should be set up m selected industries. 

In the winter of 1936-1937 an official Study Group went to survey 
the working of the s) stems of labor cooperation in management in 
Europe ^ and to suggest how India might use or adapt such systems 
to its own conditions. The report of the Study Group has empha- 
sized that (1) a sustained educational program can help in improv- 
ing attitudes, (2) joint consultabon should be “built in”; (3) per- 
missn e legislation for setting up such joint councils should provide 
the framework, but procedures should be developed through joint 
consultation, and (4) Government should provide an advisory’ serv- 
ice on penonnel management. 

Wages 

Wages and wage issues are in India, as elsewhere, one of the 
major causes of mdustnal disputes On the whole, Indian labor, 
through what are called “dearness allowances” added to basic wages, 
has managed just to keep abreast of the sleep (271 per cent) war and 
post war nse in living costs There was a 50 3 per cent increase in real 
wages between 1946 and 1934, which served largely to restore real 
earnings to pre-war levels and even, by 1934,* to make some slight 
advance. But this was not true of all sections even of organized in- 
dustry. 

A wage policy which will assure labor of a fair share m industrial 
progress must be evolved, and is admittedlv difficult. Marginal units 
with low wage structures are a “drag” on raising wages elsewhere, as 
IS widespread unemployment. 

Higher wages must also be related to productivity. While produc- 
tivity has nsen over 38 per cent between 1946 and 1934, recent 
studies by ILO experts show’ that Indian industry’ can go a long way 
toward greater productivity', even though poorly equipped Better 
plant layouts and working conditions alone can lead to large in- 
creases m productivity. 

' France, Gennany, Sweden, Belgnim, the United Kingdom, Yugoslavia 

* 1954 index = 102.7, 1939 = 100. 
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Fra comprehenshe \vage and cost-oHi™g daU ate a\ailable, or 
lept current. To er olre a nage policj-, a rrage census and a realistic 
costof-Iiving index are essential Both nill be undertaken mer the 
Second Plan. 

Until a general wage policv- is es-ohed. peaceful settlement of «-age 
disputes is, of course, necessai}- It is recommended that tnpartite 
svage boards— representatives of labor and management under 
dependent chairman— be set up o\et the Second Plan for m m ua 
industries in different areas 


SocLu, Security 

Social security has made a beginning m India but still has a lon^, waj 
to go. In addition to the proudent funds and welfare sc 
'■anous industries, such as the Coal Mines ProMdent un .an 
for Government emplojees, there ate two pnncipa socia se 
schemes for factory workers. , 

One is the Employees Stale Insurance .Act of 194S, a P 
measure of social and health insurance for India 5 . j. 

s^orkeis’ families have not been included m benefits, it as n 
the progress hoped. By the end of the Fust P an i cm „ 
about half of the 2.2 million persons eligible. Early m t 
Plan it was decided to extend co\erage to famihes. 

The Emplojees Provident Fund Scheme (old-age J 

ered about Wz million people bj the end of the irst an i 
of ^ecified industries. E.xtend.ng the Scheme's coi erage 
«npIo)eis’ and workers’ contnbubons from 6i4 to p 
bchg considered oser the Second Plan penod. A 
been set up to see how the ^anous present schemes can best 
integrated into one unified s}stem 

R-iTI0N-AIJZ.\T10N , , 

Union, now have few protections “5““' ,„,ohed 

moit. In 193;-1956 some of the majoi indnstnal p 
intioduchon of labor-sanng machineiy. Basic pn P j 
down in the First Plan for easmg the transition from outmode 
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new machiner)’, and for retraining and re-emplo}'ment of iioikers. The 
Gcrvemment urges that these principles be adopted m mdmdual 
contracts. In cases uhere there is disagreement on details, arbitration 
can be aided b\ technical examination of each issue b) independent 
experts. \\Tiere inter State problems anse, a high posi er authonh 
should be appomted bi the Central Goxemment 
Special labor problems — the shidr and jmproi’ement of conditions 
of contract labor, equal par for women workers, the setting up of 
more industrial welfare centers — are other issues needing attention 
oi er the Second Plan 

Specihc dexelopment programs for labor oxer the Second Plan, 
other than these described, include. 

1 Treblmg the number, to a total of about thirri thousand, of 
craftsmen in tnming, with an apptenbceship scheme for skilled 
craftsmen and a training center for instructors, 

2. Improxement of Emplonnent SeiMces (see p 110), 

3 Expanding the work of the Central Labor Insbtute to deal with 
industnal psschologs’ and continue producbnt} studies, 

4. A Rs. 45 crores program of industrial housing (see p 364) 



HIGH LIGHTS 
of programs for 

HOUSING AND UBBAN DEVELOPMENT 

The Second Plan^ill spend nearly two and a half times as much 
as the First Plan to improve rural and urban housing, with these 
main targets: 

About 1,075,000 new public bousing units, largely for low 
income groups in urban areas. 

A rural bousing program in tbe community development areas. 
A beginning program on slum clearance. 

A beginning program on urban development* 




CHAPTER IV 


Housing ani Urban Development 


Good housing for India’s vast and growing population is a task of 
enormous dimensions The already congested cities face an increase 
of population by one third by 1961 and a shortage of at least 5 mil- 
lion houses. 

Of the city housing already available, nearly half (44 per cent) 
consists of a single room. Light, ventilation, sanitation average from 
poor to non-existent In rural areas 85 per cent of the houses are 
made chiefly of mud, bamboo or reed, and the large proportion need 
to be rebuilt or substantially improved. Tiadibonal designs of village 
housing provide neither light, ventilahon nor sanitary facilities 
The chief problems m providing adequate housing are lack of 
developed sites m rapidly growing towns, concentration b> pnvate 
builders on high-rent housing, lack of an adequate system for financ- 
ing home building, failure of cooperative housing to expand, need 
for research in building materials and techniques, lack of orgamza- 
363 
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Governments, and 25 per cent subsidies to employers, and to workers’ 
cooperatives. 

Under a similar program during the First Plan, 83 per cent of the 
housing (68,200 units) was constructed by State Governments, 13 
per cent by private employers, 1 6 per cent by cooperatives. Over the 
Second Plan, steps will be taken to increase home building by the 
last two groups. 

Low Income Group Housing Program consists of a long-term loan 
program (maximum loan Rs 8,000 per house constructed), and 
three-year loans, at ^^4 per cent rnterest to Vocal Vxsdies, tor acquBr- 
tion and development of land 

Lack of developed sites held back progress under this program 
over the First Plan Under the Second Plan, part of the allotted 
funds will be used to develop sites in rapidly growing areas for sale 
or lease to home builders. 

Rural Housing A rural housing program must necessarily be m 
the nature of an aided self help program in which education and guid- 
ance play a large part For example, in the rural development areas a 
relatively small expenditure, used largely as low-mterest and long- 
term loans to villagers, was able to gel 29,000 houses constructed and 
another 29,000 improved during the First Plan. 

Over the Second Plan, the rural housing proposals include launch- 
ing of a nation-wide housing program m rural development areas, 
with a housing authority in each State The State will give techni- 
cal assistance and plannmg guidance, and establish new research 
and-trainmg centers (as part of the rural extension training centers) 
on house construction. 

The Central Ministry of Works, Housing and Supply, which will 
give technical direction to this program, has already set up a unit 
for study of rural building materials, design and techniques 

Village industry and emplovment have much to gain by a strong 
housing program and the Ministry of Commerce and Consumer 
Industries and the Ministry of Production uall cooperate in organiz- 
ing village artisans to provide bmldmg supplies. 

The Second Plan allotment of Rs 10 ciores to rural housing will 
go largely to low -interest building loans to villagers 
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Some of the special funds allotted for general aid to Harijans, 
tribal peoples and other underpn\-il^ed groups (see p. 377) ssill go 
toward housing loans for these groups. The rural des'elopment pro- 
gram will assist sillages to pIO^ide budding sites for these groups, 
most of whom hase no land. 

Slum Clearance and Sweepers’ Housing Most slums m Indian 
cities are those of urban workers’ and sweepers’ colonies. To proride 
better housing for these depressed groups, the Second Plan allocates 
Rs. 20 crores for a slum clearance and re-bmlding program. 

Twent\-fi\-e per cent of the cost is to be direct subsidy from the 
Central Go\emment, 50 per cent in long-term loans, and a 25 per 
cent subsids from the State Goiemments participating. The new 
housing must, as much as possible, be built on the sites cleared so 
that the groups remain near their emploiinent, and rents must be 
kept low enough to meet their needs 
The longterm need for slum prevention and clearance is part of 
the ov'er-all problem of urban development 
Other Building and Finance Programs Good housing for planta- 
tion Markers (pnncipallv on tea and coffee plantabons) is required 
under the Plantation Labor Act. Rs. 2 crores is being made available 
in budding loans to assist small planters to meet this requirement 
Coal miners will get new housing under a plan of the coal miners’ 
labor welfare boards Funds are to be drawn from a tax on coal ship- 
ments A similar plan is proposed for mica workers 
For the middle mcome group, a scheme is proposed to giv e long- 
term loans for building five thousand houses. On the overall prob- 
lem of financing home building, a special stud} is under way on pro- 
viding real-estate credit State Housing Finance Corporations have 
been proposed 


Regional and Urban Deielopmcnt 

India IS on the threshold of rapid mdustnal growth. Unless there is 
adequate forethought and planning, mdustnal progress will be accom- 
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panied in congested cities by senous social problems that will be 
increasingly difficult to manage 

Urban population is already growing rapidly; as we have seen, a 
33 per cent gam is expected between 1951-1961. Enlightened efforts 
are necessary at once to draw op policies to secure planned develop- 
ment, expand urban housmg and develop progressive civic adminis- 
tration. 

Not only must the development of the city or town itself be con- 
sidered as to the location of industnes, for example, but the city’s 
needs must be viewed in relation to the adfotning rural area, and in 
relation to the region This last is especially important for large and 
growing towns, for nver-valley areas under development, and for 
areas where large new industrial plants are being introduced. 

The Second Plan outlines in general terms a program on regional 
and urban planning and development, presenting for the first time 
for the States, cities and towms, the need for such development as a 
matter of national interest and policy. While further details are to 
be worked out for specific areas, the Plan suggests the following 
broad policy 

1. Each State should have a phased program for the survey and 
preparation of master plans for all its important towns. 

2 . Regional plans should be prepared for new towns which have 
recently come into existence and are likely to develop rapidl) be- 
cause of mdustnalization. 

3. Development of nvervall^ areas should be based on careful 
survej-s of their topography, resources, development needs and poten- 
tial. 

4. Town and countrv' planning legislation should be enacted m 
all States and the necessary’ machinery for its implementation should 
be set up. 

5. Programs in the Second Plan which have considerable bearing 
on urban development and re-development, such as industrial proj- 
ects, industrial estates and townships, irrigation and power projects. 
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small-tov.’n and rural electrification schemes, housing programs, 
urban water-supply and sanitation schemes, should be carried out in 
an integrated manner. There must be careful consideration of their 
impact on urban and regional de\e)opment and on the present and 
future needs of different parts of each State or region. 

The aim ultimately must be to e\ol\‘e balanced urban-rural re- 
gions which would pro%ade stable and diverse emplo)Tnent and, bj 
providing the necessary' economic and social facilities and amenities, 
achieve development at reasonable social and economic cost 

Early in the Second Plan, a project in urban planning and de- 
velopment was begun in Delhi, the nation’s capital, under a joint 
Indo-Amencan team of architects and towm planners The Delhi 
project IS expected to give leadership and example to urban planning 
elsewhere, A pilot project for a regional survey of the Damodar 
Valley area is also now under way. 



FtBST Plan Rs. 5 crorcs 


SECOVD Pl-AN 

Rs. 29 crorcs 


HIGH LIGHTS 
of programs for 
SOCIAL WELFARE 

The Second Plan ^viU spend nearly sis tines as nuch as the First 
Plan to improve its social -rvellare services. The main targets are: 

Stimutatmg voluntary welfare agencies to expand and improve 
their sen ices, with help of grants-in-aid. 

Four women’s welfare extension blocks in every district in India, 
^lodel schools for the deaf and blind. 

Increased aid to )outh activities. 

Beform and rehabilitation homes for women, men and for ju* 
venile delinquents. 
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Social Welfare 


India has adopted a bmad to svLch, un- 

st„rih?=d c “d Plans.! "tr 

include: the advancement of women, beggary and 

habilitation of the handrcpped, juven.le delmquenc), beggary 
social vice; family and social legislation. jn^ia over 

For dealing with these problems there ^ j welfare 

the last thn^ years a ^ <=' 

agencies, many of them founded on the direct p 

hatma Gandhi. , _ «t uo a Central 

During the First Plan the voluntary groups to 

Social Welfare Board “^^perarion rralh the Slates, 

carry on such programs. The » « jnon.mde organmation thus 

estabhshed State Welfare o.,„,=uoas 

• Over the Fint Plan, the Board assisted 2.128 p 
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fonned will, under the Second Plan, undertake considerably ex- 
panded welfare acti\afaes, working as before through pn\'ate agen- 
cies. The Board will use Rs 14 crores for these acfanties. 

’Welfare of Women end Children The Board bunched, during 
the First Pbn, a women's "welfare extension” plan in which groups 
of silbges (twenb-fi\e ^■iIbges to an extension area) are gi\en a 
general program of women’s and children's welfare work 

There is now one of these extension areas m nearh even Distnct 
in India. Its work usuahi includes a dar nursen for working mothers, 
a nnrserx school, sewing and siynilar classes for women Under the 
Second Pbn there wdl be four such areas m each Distnct, reaching a 
total of fifti thousand iiUages 

Shortage of trained women workers of aD kmds for rural areas is 
a problem throughout India One of the particulark helpful actiM 
ties resulting from the w elftre extension program has been to increase 
training facihties of women for general rural serMce, principalis for 
nuiserv and child care, for women s acbvities and midwifen The 
agency which has done much of this traming, with financial assist- 
ance from the Gciemment, is the Kastuiba Trust, named for the 
wife of Mahatma Gandhi 

For cih women, the Central Social Welfare Board’s program 
concentrates brgeh on pro\idmg some opportunities for wumen to 
cam mcome at home, m %'anoas home crafts 

Another important Second Pbn program is pro^^dmg more homes 
and rehahihtahon centers The bpes of institutions which hase 
been suggested include those for rehabilitation of unfortnnate 
women, and for rehabilitation of men and women who base ser\ed 
m cnmmal and other correctional msbtubons. Similar homes and 
rehabihtabon centers will be set up m the Distacts. 

Handicapped Persons Rehabihtabon of the handicapped has re 
censed rebbseh httle attenbon m comparison to the great need 
There are, for instance, onh nme schools m all India caring for the 
cnppled The poserts of people sound of bodi and hmb has meant 
that little resources or effort could go to people wath special handi 
caps The number of handicappied is known to be %en large, al- 
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though no exact figures are a\'ai]able India has, for instance, one of 
the world’s highest proportions of bhnd, owing to the pres-alence of 
eje diseases. 

A National Advisorj’ Council for the Education of the Handi- 
capped was set up b} the Education Mmistr)’ m 1933, and the Sec- 
ond Plan proposes to make some advance m services for the handi- 
capped. A study of the size of the problem will be undertaken, some 
model schools and special scholaRhips for the blmd and deaf are 
being established by the Central and State Governments 

Youth: TTie object of the Government-aided programs for vouth 
welfare, under both the Fust and the Second Plans, is to encourage 
the participation of voung people m national constructive activities 

Three-fourths of the Fust Plan’s budget for vouth welfare went to 
support jouth camps. Through these camps, about a hundred thou 
sand young people helped build roads, schools, clear slums, conduct 
sanitation drives and do similar constructive work. 

The groups which have done this sort of work on a national scale 
are the Bharat (India) Scouts and Guides, the National Cadet Corps 
and the Auxihar) Cadet Corps. These groups have expanded in 
strength 1 and activitv' during the Fust Plan, and over the Second 
Plan will continue to do so, with Government support of work-camp 
programs. 

Juyenile Delinquency. Juvenile dehnquency’ is on the increase in 
Indian cities, as the heavy urban migration has resulted m the 
break-up of joint families. The most common offense is theft There 
is legislation in some States, but it is not often adequateh enforced 
Juvenile courts and correctional homes are few The Home Affairs 
Ministry has allocated Rs 2 crores to assist States to set up the neces 
sary correctional institutions, both for juvenile and for voung de 
linquents, and urges development of adequate legislation and adop- 
tion of a probabonarv svstem. 

Beggary, a problem in India as throughout the East, arises from 
mass povertv and the lack of institutional care for the handicapped 

‘Scout membenhip in N56 T»-as 45S405 Guides 65 US. Nilonal Cud.* 
Corps, 120.000, .\uxiiiars Cadet Corps 619 iKh) 
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and destitute. Studies are being made under the Research Programmes 
Committee in the Planning Commission to determine the size and 
character of the problem and what solutions are possible. 

Prohibition India considers prohibition as a social welfare ques- 
tion. There is a strong sentiment in India in favor of prohibition; 
the vast majority of Hindus do not drinlq and Mahatma Gandhi’s 
strong opposition to drinhing has still a dominant influence. The 
Indian Constitution set prohibition as a national objective. 

As in temperance moiements elsewhere, the particular concern is 
that the poorer working classes may be protected. For this group the 
principal liquor is toddy, a fermented drink made from palm sap 
One State ^ now has total prohibition and ten have partial prohibi- 
tion (such as restrictions as to hours and %'olume of sale of liquors) 
About one-third of India’s total population is no%v under some 
form of prohibition. 

Followng the report of a Prohibition Enquiry Committee in 
September 1955, and passage in Parliament of a non-official resolu- 
tion asking the Planning Commission to develop a program, the 
Planning Commission m the Second Plan suggests that tlie States 
adopt a phased program which would discontinue adiertismg and 
public inducement to dnnk, stop drinking at public places, pro- 
gressnely restrict the sale of liquor and encourage use of soft drinks 
and healthy forms of recreation. 

* Bombaj 



First Pi-Of 


Rs. 32 cTores 


Secovd Plan 


Rs. 91 crores 


HIGH LIGHTS 
€ff programs for 

TBIBAL PEOPLES AXD HAJUJASS ^ 

Hie Second Plan srill spend nearly Uiree times as much as the 
First Flan to help advance Han'jans, tribal peoples and similar 
backsvard groups. The Second Plan’s major targets ares 

For Tribal Peoples 

One million tribal people to be placed under the rural develop* 
ment program, in over forty development blocks. 

A third of a mUlion scholarships for primary school children and 
over 34, Odd scholarships for higher education. 

46.000 new homes. 

For Habijans ^ 

40.000 trained in crafts and trades. 

Over 3 million scholarships for primary and higher education. 
About 129,300 new homes. 


’ “Hanianj," or ChildieB of Cod. ts the name Gaodhi gave to those fonneriy 
called "untouchables.” 





CHAPTER VI 


Advancement of Tribal 
Peoples and Harijans 


Bej’ond the vast problem of pro\iding some welfare services for the 
great mass of India’s poor, social welfare in India must attack the 
particular problems of advancement of its 19 million tnbal people, 
and the lifting up of the 51 million Hanjans, now at the bottom' 
of the social and economic ladder It is hoped that with programs 
especially designed for their advancement, they can come more 
rapidly up to the le\el of other groups, in addition to the general 
benefits they will share from the planned advances of the country as 
a whole. 

Tnbal peoples in India constitute about 8 per cent of the total 
population The\ are generally accepted to be the oldest inhabi- 
tants of India, and spread over a wide central belt from Bombay 
State, Madhja Pradesh, Andhra, Bihar, Onssa, through Assam in the 
east. In some States they constitute a sizable part of the population 
377 



^ 1 ^>.1 ■ ’ /viidin, i:> per cent in Onssa, 25 per cent in Madh^'a 

Pradesh.^ Some primiti\e tribes are also found in the South. 

Some of them are nomadic; others nse a shifting ss'Stem of cul- 
ti\ation. all h\e more or less pmratisels in forest and hilh regions, 
and ha\ e a colorful and characteristic calture 
The Goiermnent’s pohc\, in lie Fust Plan and agam m tie Sec- 
ond, IS to help these people to ads-ance, to de\’elop their natural 
resources, and e\ohe a productiie economic life free from outside 
exploitation. Xo effort mB be made to impose changes m their re- 
ligious and social customs, except \’nth their o\rn initiative and con- 
sent. Their tribal culture, then dialects and crafts are to be fostered 
and preserved 

The people themselves are to be brought into decisions affecting 
their welfare, and educated voung people from the tribes are to be 
used as much as possible as extension workers among 1iem. Over 
the First Plan vears eight states set up tribal institutes to train work- 
ers for tribal areas, and a social education organizers' training center 
■was set up under the commurutv development program, to tram 
especiallv for work among tribal peoples 
The development programs, of both the States and Central Gov 
emment, over the Second Plan, as over the Fust, will concentrate on 
communications, education, development of tribal economv, health, 
housmg and water suppK 

rihteracv is almost universal among tnbal peoples The Fust Plan 
made some real progress— four thousand schools of various uete 
put up and nearh half a milhoD children given scholarships to at 
tend school. Tribals are being trained as teachers; pnmers and texts 
have been pnnted in tnbal dialects 

The Second Plan wiU provide over three thousand more schools, 
and scholarships for about a third of a million children, 34,425 
voung people who have finished their schoohng will be given scholar- 
ships bj the Education Ministrv for higher education 
Special technical trainmg in agnculture, crafts, mechanical and 
Civvl engvweenng are being made avaiUble. 

* 1951 Census before States Reoigamrabcai id Nov 1956 



0 e tn a peoples is invariably poor. Malana, j-aw, 
tuberculosis, smallpox, skin and ej'e disease and venereal disease are 
common. The lack of pure dnnking \i*ater, of a balanced diet, or pro- 
tection against extremes of climate (such as the intense rainfall in 
eastern India), and poor housing are largely responsible. 

A considerable number of dispensanes and health units (3,144) 
were set up during the First Plan; a fifth as many more are proposed 
under the Second Plan, with special training centers for midmves 
and nurses. Some 41,000 pure water tt-ells will be provided. About 
46,000 new homes wall be built as another health and welfare 
measure. 

Economic development for tribal peoples presents some challeng- 
ing problems, the most significant of which is replacing shifting cul- 
tivation with settled agnculture. 

Small pilot schemes have been earned out over the First Plan 
penod. While no thorough evaluation has been made of tlieir suc- 
cess, it is clear that what is needed are fertile lands, imgated if pos- 
sible; provision of bullocks, plows, seeds, and finance; and steps to 
assure that moneylenders who have traditionally exploited tnbal 
peoples are not permitted to do so in new settlements There is 
also legislation to protect the tnbes’ ownership of its land. 

Development of cooperatives which can provide credit, and mar- 
keting and supply facilities, may be the solution, since the economic 
life and customs of the tnbal people particularly lend themselves, it 
is believed, to successful organization and use of cooperatives 

For those tribal peoples who cannot be settled, efforts are being 
made to see that their methods of shifting culbvation do not lead 
to still more denuding of forests. For tnbes which live in and de- 
pend on forests for their living, nahonal and State forestry programs 
are so planned as to help the tnbes and protect the forests 

The Second Plan will spend Rs II crores to build bridle and hill 
paths and bridges (against Rs 60 million spent in the First Plan) in 
forest and hill areas. 

Tribesmen have considerable native skills, and a program ol as- 
sisting them to settle m small induslnes and develop their skills for 



commercial use is also planned, wiUi craft training and cottage in* 
dusti)’ centers and credit facilities, run chiefly on cooperative lines. 

To bring about development of the tribes on an organized basis, 
tribal areas will come under the rural development program over 
the Second Plan Some forty multi-purpose blocks will be started in 
the most backward tribal areas, to work tow'ard all-round develop- 
ment of the people — in health, education, agriculture, crafts, com- 
munity welfare. 

A special group of tribes— in all about 4 million people— belong 
to what were once, under British rule, called “Criminal Tribes.” 
The)’ are nomadic peoples who could not adjust to a settled life or 
a law-and-order societj’. While they are no longer pre-judged as 
criminal, efforts for their resettlement put special stress on economic 
rehabilitation and vocational training and education. About Rs. 4 
crores will be spent on these programs. 


Welfare of Hartjans 

Fifty one million people, or roughly 13 per cent of India’s total popu- 
lation, belong to the so-called “scheduled castes.” Many of them are 
the so-called “untouchables,” whom Gandhi referred to as Hanjans, 
or the Children of God. India’s goal is to “exorcise the demon of 
untouchabihty” so that these people may have and give their right- 
ful share in India's progress 

The Indian Constitution abolished untouchabihty and forbids its 
practice in any form In 1955 the practice was made an offense punish- 
able by fine and up to six months m prison 
The practice of untouchabihty is diminishing, but there is still a 
long distance to go To exorcise this age old institution requires laws, 
but more than laws As in all cases where deep-seated race or class 
prejudice must be overcome, education, the practice of democratic 
behavior, and increasing economic, social and educational opportunity 
are needed, to help the depressed group raise itself so that economic 
equality can help pave the way to integration 
The Central and State Governments have undertaken extensive 



11 omo iizepu ic opinion against untouch- 
ability, with some success. Over the Second Plan, this effort will be 
continued, with special aid to the wlantary Harijan-welfare groups, 
many of which were started by Gandhi or formed under his inspira- 
tion, and have worked constantly to alter public opinion toward caste. 

The Second Plan proposes a large program for improving economic 
and educational opportunities for Hanjans. Rs. 27.5 crores, four times 
the funds of the First Plan, will go for housing, for w'ells for Harifans 
(in many villages Hanjans may not use public wells), for education. 
Under Central and State Government programs, over 129,000 houses 
will be built for Hanjans, and 24,000 wells. 

Education and training in new skills are essential if Hanjans are 
to mos’e up the economic and social ladder. Dunng the Second 
Plan, over forty thousand of them are to be trained m new trades, and 
given subsidies for setting up in these trades. Those who get land 
(most Harijans are landless) under land-distribution schemes will be 
given subsidies to buy work animals and implements. Well over 3 mil- 
lion Harijan children will get scholarships to help them attend school 
and college. 

While providing additional schools, hostels, housing and wells for 
the Harijans, both the Center and State Governments take every care 
to avoid segregation of Hanjans and to see that they are helped to 
live as membere of the same community. 



First Pi_4N 


Rs. 136 crores 


Scco'fD Pla> Rs. 90 ci ores 


HIGH LIGHTS 
of programt for 

DISPLACED PEnSOSS 

Tlie Second Plan will fpcod Rs. 90 crores to care for, resettle and 
rehabilitate the refugees from Paldstaa (now principally from East 
Pakistan), with these main targets: 

Loans to 19.000 families to resettle in urban areas. 

Loans to 70 000 mra! families. 

Jlcnsing loans to 13.000 famlL'es, as well as the building of 
12.000 new homes. 

Emploraent for 50 000 refugees in medium* and small'Scale in- 
diutnes. 

Vocational training for SO.OOO refugees. 




CHAPTER Vll 


Rehahilitation of Displaced Pasons 


Within a fen- months of the Partition of India in August 1947, 5 mil- 
lion SiUis and Hindus In mg in West Pakistan, and 2 6 million 
persons in East Pakistan, migrated to India in search of permanent 
homes. For the ners Indian Goiemment this Sood of displaced people 
presented a refugee problem of a size and suddenness unequaled in 
any countn of the posh\-ar noild 

About half of the refugees from West Pakistan nere agnculhiial 
people, half neie urban The ma|Ont> ssere families ssho nere able to 
cam mth them fen. if am. of their possessions; mam ssere ssadoss-s 
or children orphaned in the Partihon disturbances. 

By 1951. the beginning of the Fust Plan, nearls all the raial refu- 
gees from Mest Pakistan had been resettled. Mans ssere settled on 
lands esacuated bs the Muslim migrants to Pakist'an, pnncipallv in 
the Punjab and PEPSU. others ssere placed on ness farms reclaimed 
from )ungle and s\aste lands 
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To resettle and rehabilitate the urban people u-as far more difficult. 
The majorit)’ of them were traders, businessmen and shopkeepers, 
who could not easily be absorbed in India in the same work. 

Rehabilitation invohed retraining for small industr)' and business 
and the professions, assistance with schools and scholarships, building 
of extensn e housing to replace refugee camps and shelters. To prevent 
further congestion of the cities, refugee tomiships with production- 
and-traming centers, schools and homes sprang up m several parts 
of India, some of them built by the refugees themselves. 

Resettling the remaining West Pakistan refugees was m larger part 
completed before the end of the First Plan India has reason to fee) 
satisfied that, m this emergencj- confronting a newlv formed Gov- 
ernment, so vast a task could be completed so swiftl) and effi- 
ciently. 

Settling of the East Pakistan refugees has presented even more 
complex problems Because of difficulties cxpenenced by them in 
East Pakistan, including insecunlv of life and property and various 
kinds of harassment, the refugees have continued steadily to migrate 
into West Bengal In mid-1956, 170,000 families had still to be re- 
settled and rehabilitated, with new migrants constantly flouang m 
The majontv' are rural people, and the rural areas of West Bengal are 
already densely populated 

The Fust Plan allotted Rs 136 crores, or 7 per cent of India's 
total Plan budget, to rehabilitate the migrants About two-thuds of 
this was used chiefly for housing and loans for urban and mral reset- 
tlement and for education and vocational training The Second Plan 
has allotted less. Rs 90 crores to begm with. Over three-fourths of this 
will go to East Pakistan migrants 

As under the First Plan, the funds will be used chiefly on housing, 
home loans, loans for persons setting up in industry, for education and 
vocational training, and loans for farmers A survev has been made of 
land available in States outside Bengal which could be reclaimed for 
settlement, and funds are available to acquire and develop nearly 
100,000 acres in various States 

Some idea of the size of the task still remaining over the Second 
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Plan years is revealed in these figures. 19,000 families will be gnen 
urban loans, nearly 70,000 families rural loans, and 13,000 families 
home building loans; 12,000 new’ homes will be built, 61,000 persons 
will be emplo}ed in medium and small industry; 80,000 will be given 
vocational training. 



APPENDIX 


GOVERNMENT OF INDIA 

INDUSTRIAL POLICY RESOLUTION 
New Delhi, the 30th April, 1956 

No. 9I/CF/48 —The Government of India set out m their Resolu- 
tion dated the 6th Apnl, 1948, the policy which they proposed to 
pursue in the industrial field. The Resolution emphasised the im- 
portance to the economy of securing a continuous increase m produc- 
tion and its equitable distnbution, and pointed out that the State 
must play a progressively active role in the development of industries. 
It laid down that besides arms and ammunition, atomic energy and 
railway transport, which would be the monopoly of the Central Gov- 
ernment, the State would be exclusively responsible for the establish- 
ment of new undertakings in six basic industnes— except where, in the 
national interest, the Stale itself found it necessary to secure the 
co-operation of pnvate enterprise The rest of the mdustnal field was 
left open to pnvate enterprise, though it was made clear that the State 
M'ould also progressively participate m this field. 

2. Eight years have passed since this declaration on industrial 
policy. These eight years ha\e witnessed many important changes and 
developments in India The Consbtution of India lias been enacted, 
guaranteeing certain Fundamental Rights and enunciating Directive 
Principles of State Policy. Planning has proceeded on an organised 
basis and the first Five Year Plan has recently been completed. 
Parliament has accepted the socialist pattern of society’ as the objechve 
of social and economic policy. These important developments neces- 
sitate a fresh statement of industrial policy, more particularly as the 
Second Five Year Plan will soon be placed before the country. This 
policy must be governed by the principles laid down in the Con- 
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aims at securing for all its citizens — 

“JUSTICE, Social, economic and political, 

LIBERTY of thought, expression, belief, faith and worship, 
EQUALnY' of status and of opportumti; and to promote among 
them all 

FRATERNITY assuring the dignit) of the individual and the units 
of the Nation ” 

In its Directive Principles of State Policy, it is stated that — 

“The State shall strive to promote the welfare of the people bv 
secunng and protecting as effectivelv as it mav a social order in 
which lustice, social, economic and polibcal, shall inform all the 
inshtutions of the nabonal life” 

Further that— 

“The State shall, m particular, direct its policy towards secur- 
ing- 

(a) that the citizens, men and women equaJl}', have the right to an 
adequate means of livelihood, 

(b) that the ownership and control of the material resources of the 
communitv are so distributed as best to subserve the common 
good, 

(c) that the operation of the economic svstem does not result in 
the concentration of wealth and means of production to the 
common detriment, 

(d) that there is equal pay for equal work for both men and 
women; 

(e) that the health and strength of workers, men and w’omen, and 
the tender age of children are not abused and that citizens are 
not forced bv economic necessity to enter avocations unsuited 
to their age or sbength, 

(/) that childhood and vouth are protected against exploitation 
and against moral and matenal abandonment ” 



ftese pnnciples and directions. 

5. In order to realise this objective, it is essential to accelerate the 
rate of economic growth and to speed up industrialisation and, in 
particular, to develop heavy mdustnes and machine making industries, 
to expand the public sector, and to build up a large and growing co- 
operative sector. These provide the economic foundations for increas- 
ing opportunities for gainful employment and improving living stand- 
ards and working conditions for the mass of the people. Equally, it is 
urgent, to reduce dispanties m income and wealth which exist today, 
to prevent private monopolies and the concentration of economic 
pow’er m different fields m the hands of small numbers of individuals. 
Accordingly, the State will progressivelv assume a predominant and 
direct responsibility for setting up new industrial undertakings and for 
developing transport facilities It will also undertake State trading on 
an increasing scale At the same time, as an agency for planned na- 
tional development, in the context of the country’s expanding econ- 
omy, the private sector will have the opportunity to develop and 
expand The principle of co-operation should be applied wherever 
possible and a steadily increasing pioportion of the activities of the 
private sector developed along cooperative lines. 

6. The adoption of the socialist pattern of society as the national 
objective, as well as the need for planned and rapid development, 
requires that all industries of basic and strategic importance, or in the 
nature of public utility services, should be in the public sector. Other 
industries which are essential and require investment on a scale which 
only the State, in present circumstances, could provide, have also to 
be m the public sector The State has therefore to assume direct re- 
sponsibility for the future development of industries over a W'lder 
area. Nevertheless, there are hmitmg factors which make it necessary 
at this stage for the State to define the field m winch it will under- 
take sole responsibility for further development, and to make a selec- 



cided to classih’ indastnes into three tategones, ha\-ing regard to tfte 
part uhich the State would pla\ in each of them. These categories 
w31 ine\itably oierlap to some ertent and too great a ligidit}- might 
defeat the purpose in \'iew Bat ttie basic principles and objectives 
have alwaj'S to be bept in \iew and the general directions hereafter 
referred to followed. It should also be remembered that it is alwaj’S 
open to the State to undertaVe am ts'pe of mdustnal production. 

7. In the first categori- will be mdustnes the future dei'elopment 
of which will be the exclusne responsibiliti of the State. The second 
categorj’ wall consist of industries, which will be progressnely State- 
owned and in which the State will therefore general!) tabe the 
initiative m establishing new undertabings, but in which private en- 
terprise will also be expected to supplement the effort of the State. 
The third category will include all the remaining mdustnes, and their 
future development wiH, in general, be left to the initiative and 
enterprise of the pnvate sector 

8 Industnes in the fint category have been listed m Schedule A 
of this Resolution All new units in these industnes, save where their 
establishment m the pnvate sector has already been approved, will 
be set up only by the State This does not preclude the expansion of 
the existing pnvatelv owned units, or the possibility of the State se- 
curing the co-operation of pnvate enterpnse in the establishment of 
new units when the national interests so require Railwavs and air 
transport, arms and ammunition and atomic energy will, however, be 
developed as Central Government monopolies \\TienevCT coopera- 
tion with pnvate enterprise is necessan, the State wall ensure, either 
through majonty participafaon in the capital or otherwise, that it has 
the requisite powers to guide the policy and control the operafaons of 
the undeitabing 

9. Industries in the second category will be those listed in 
Schedule B. With a view' to accelerating their future development, 
the State will increasingly establish new' undertabings in these indus- 



it is expected that their development will be undertaken ordinarily 
through the initiative and enterprise of the private sector, though it 
will be open to the State to start any industry even in this category. 
It will be the policy of the State to facilitate and encourage the de- 
velopment of these industries in the private sector, m accordance 
with the programmes fonimlated in successive Five Year Plans, by 
ensuring the development of transport, power and other ser\’ices, and 
by appropnate fiscal and other measures. The State will continue to 
foster institutions to provide financial aid to these industries, and 
special assistance will be given to enterprises organised on co operative 
lines for industrial and agricultural purposes. In suitable cases, the 
State may also grant financial assistance to the private sector. Such 
assistance, especially when the amount involved is substantial, will 
preferably be in the form of participation in equity capital, though it 
may also be in part in the form of debenture capital. 

11. Industrial undertakings in the pnvate sector have necessarily 
to fit into the framework of the social and economic policy of the 
State and will be subject to control and regulation m terms of the 
Industries (Development and Regulation) Act and other relcsant 
legislation. Tlie Government of India, however, recognise that it 
would, in general, be desirable to allow such undertakings to develop 
with as much freedom as possible, consistent with the targets and 
objectives of the national plan. When there exist in the same indus- 
try both pnvafcl) and publicly owned units, it would continue to be 
the policy of the State to give fair and non discriminatory treatment 
to both of them 

12. The division of industries into separate categones does not 
imply that they are being placed in water-tight compartments. Inevi- 
tably, there will not only be an area of overlapping but also a great 
deal of dovetailing between industries in the private and the public 
sectors. It will be open to the Slate to start any industry not included 



by-products. There will be ordmanl} no bar to small pn\-atel} o«-ned 
Units undertaking production, such as the making of launches and 
other light<raft, generation of power for local needs and small scale 
mining. Further, heas'^ industries m the public sector may obtain 
some of their requirements of hghter components from tlie prn'ate 
sector, while the pmnte sector m turn would reh for mam of its 
needs on the public sector. The same principle would appiv with 
e\en greater force to the relabonship between large scale and small 
scale industries 

13 The Go\cmment of India would, in this contevt, stress the 
role of cottage and Milage and small scale industnes m the deielop- 
ment of the national economi In relation to some of the problems 
that need urgent solutions, the\ offer some distinct adsantages The% 
pronde immediate large scale emplosment, the% offer a method of 
ensunng a more equitable distnbulion of the national income and 
thes’ facilitate an effectue mobilisation of resources of capital and 
sbll which might otherwise remain unutilised. Some of the problems 
that unplanned urbanisabon tends to create wall be aioided bv the 
establishment of small cenbes of industrial producbon all oier the 
countn 

14. The State has been following a polic\ of supporbng cottage 
and Milage and small scale industries b% restricting the \olume of 
producbon m the large scale sector, b\ differenbal ta.\abon, or b\ 
direct subsidies \\Tiile such measures will continue to be taken, 
wheneier necessary, the aim of the State pohci will be to ensure that 
the decentralised sector acquires sufficient \itahh to be self supporting 
and its de\elopment is integrated with that of large scale industry. 
The State will, therefore, concentrate on measures designed to im- 
prose the compebtne sbength of the small scale producer For this 
It is essenbal that the technique of producbon should be constanth 
lmp^o^ed and modemised, the pace of tiansformabon being regu- 



been made with the establishment of mdostnal estates and rural com- 
munity workshops to make good these deficiencies The eitension of 
rural electnficahon and the a\ai]abiht\ of power at pnees which the 
workers can afford will also be of considerable help Maa^ of the 
actnities relating to small scale production will be greativ helped bv 
the oiganisabon of industrial co-opeiatnies Such co-operatis'cs should 
be encouraged m e%'ei\ wav and the State should give constant atten- 
tion to the development of cottage and village and small scale m- 
dustry. 

13- In order that industnalisahon mav benefit the economy of 
the countrv as a whole, it is important that dispanhes m levels of 
development between different regions should be progressivelv re 
duced. The lack of mdustnes in different parts of the country is verv 
often determined hv factors such as the availability of the necessan 
nw matenais or other natural resources A concentration of mdustnes 
m certain areas has also been due to the readv availability of piower, 
rrater suppiv and transport facilities which have been developed there 
It IS one of the aims of national planning to ensure that these facil- 
ities are steadili made available to areas which are at present lagging 
behmd mdustmllv or where thae is greater need for provadmg op- 
portunities for employment, provided the location is otherwise suit- 
able. Oniv bv securing a balanced and coordinated development of 
the industnal and the agncultural economv m each region, can the 
entire countrv attain higher standards of livmg 

16. This programme of industrial development wall make brge 
demands on the countrv s resources of technical and managerial per- 
sonnel. To meet these mpidlv growing needs for the evpansion of 
the public sector and for the development of villaze and small scale 
mdustnes, proper manaaerul and technical cadres in the pnblic serv- 
ices are being established bteps are also being taken to meet shortages 
at supervisorv levels, to organise apprenticeship schemes of training 



provided for all those engaged in mdustn. The Imng and working 
conditions of workers should be impro\ed and their standard of 
efficienc} raised The inaintenance of industrial peace is one of the 
pnme requisites of industrial progress. In a socialist democrac} labour 
is a partner in the common task of deselopment and should partici- 
pate in it with enthusiasm Some laws gosemmg industnal relations 
have been enacted and a broad common approach has des eloped 
with the growing recognition of the obligations of both management 
and labour There should be )Oint consultation and workers and tech- 
nicians should, where\er possible, be associated progressneh in man- 
agement Enterprises in the public sector have to set an example in 
this respect. 

18. With the growing participation of the State m industiv’ and 
trade, the manner m which these activities should be conducted and 
managed assumes considerable importance Speeds decisions and a 
willingness to assume responsibilih are essential if these enterprises 
are to succeed For this, wherever possible, there should be decen- 
tralisation of authontv and their management should be along busi- 
ness lines It is to be expected that public enterprises will augment 
the revenues of the State and provide resources for further develop- 
ment m fresh fields But such enterprises mav sometimes incur losses. 
Public enterpnses have to be judged bv their total results and m their 
wxirking thev should have the largest possible measure of freedom 

19. The Industnal Policv Resolution of 1948 dealt with a number 
of other subiects which hav e since been covered bv suitable legislation 
or by authontative statements of policv The division of responsi- 
bihtv between the Central Government and the State Governments 
in regard to mdustnes has been set out in the Industnes (Develop- 
ment and Regulation) Act The Prime Minister, in his statement in 
Parliament on the 6th Apnl 1949, has enunciated the policv of the 



and promote the rapid industnalisation of the countr}'. 


SCHEDULE A 

1. Arms and ammunition and allied items of defence equipment. 

2. Atomic energj’ 

3. Iron and steel 

4. Heaiy casbngs and forgings of iron and steel 

5. Heavy plant and machinerv required for iron and steel produc- 
tion, for mining, for machine tool manufacture and for such 
other basic industnes as mav be specified bv the Central Govern- 
ment. 

6. Heavy electrical plant, including large hvdrauhc and steam tur- 
bines. 

7. Coal and lignite 

8. Mineral oils. 

9. Mining of iron ore, manganese ore, chrome ore, gvpsum, sulphur, 
gold and diamond. 

10. Mining and processing of copper, lead, zinc, tin, molvbdenum 
and wolfram. 

11. Minerals specified in the Schedule to the Atomic Energv (Con- 
trol of Production and Use} Order, 1953 

12. Aircraft. 

13. Air transport 

14. Railway transport 

15. Shipbuilding 

16. Telephones and telephone cables, telegraph and wireless appar- 
atus (excluding radio receiving sets). 

17. - Generation and distnbution of eleclncitv 
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SCHEDULE B 

I. All other minerals evcept “minor minerals” as defined in Sec- 
tion 3 of the Minerals Concession Rules, 1949 
1 . Aluminium and other non fenous metals not included m Sched 
ule “A.” 

3 Machine tools 

4 Ferro-alloys and tool steels 

5. Basic and intermediate products required bv chemical industries 
such as the manufacture of drugs, djestuffs and plastics 
6 '\ntibiotics and other essential drugs 
7. Fertilizers 
8 Sjnthetic rubber, 

9. Carbonisation of coal. 

10. Chemical pulp 
11 Road transport 
12. Sea transport. 
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